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CORPORATE NEEDS 





TRUSTEE Missouri statutes stipulate that when 
Missouri property is included under a 
Mortgage issues trust indenture a resident trustee 


must be appointed. 


Equipment trust issues Many foreign corporations appoint the 
Mercantile-Commerce Bank and Trust 
Company of St. Louis as trustee or agent, 
Debenture issues not only for this reason, but also 
because of its reputation for friendly, 


prompt, and efficient service. 
Collateral trust issues 


Mercantile-Commerce handles a large volume 


AGENT 


of corporate trust business and understands 


the needs and problems of corporations. 
Paying 


Its trust officers are always ready to 
consult or to give information concerning 


Transfer 
corporate services which it renders. 


Dividend disbursement TRUST DEPARTMENT 





Joseph W. White 1. A. Long 


Vice President Vice-President 


Registrar George F. Torrey Robert N. Arthur 


Trust Officer Secretary 
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Cover Picture .. . Abraham Lincoln’s home 
in Springfield, Illinois, at the time he was 
elected president. Perhaps more than any 
other home in America it symbolizes the 
freedom of every man, regardless of race, 
religion or economic class, to better his 
station in life and to own property. At his 
death Abe left an estate of approximately 
$100,000, and a maxim on property rights 
that could well guide us today: 


“Property is desirable, is a positive good 
in the world. Let not him who is houseless 
pull down the house of another, but let him 
labor diligently and build one for himself, 
thus by example assuring that his own shall 
be safe from violence when built.’ 
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CORRESPONDENCE 


Prudent Rule for Canada? 


I have read with much interest the 
article by Bascom Torrance in your May 


| issue under the caption “New York Gets 
| Partial Prudent Man Rule.’ In my work, 
| as General Counsel to the Dominion Mort- 


gage and Investments Association, I am 
very much interested in the subject of 
investment powers of trust companies, 
mortgage loan companies and insurance 
companies. I expect that in the not too 
distant future definite steps will be taken 
to introduce the Prudent Man Rule for 
investments by corporate trustees in at 
least one of the province of Canada, al- 
though the thinking on the subject here 
at the moment is quite conservative. 


Laurence G. Goodenough, LL.B. 
Toronto 


Develop Business Through T&E 


As Editor of the Kentucky Banker for 
more than twelve years, I think it is 
my obligation to try to bring to its 
readers all of the informative material 
I can which will help them conduct a 
more efficient and in consequence a more 
profitable trust service. 


In the June edition I am suggesting 
in an Editorial that those interested in 
the development of trust business would 
find TRUSTS AND ESTATES has so much 
valuable information that it is important 
that all trust officers read it carefully. 
My object in recommending that our 
members read TRUSTS AND ESTATES is 
based upon my desire to help the member- 
ship of our Association acquire more 
useful and practical knowledge so that 
they may discharge their duties with 
more efficiency and more skill, which af- 
ter all, is the test. 

A. R. Furnish, 
Vice President, 


Louisville, Ky. The Louisville Trust Co. 


Word of Warning 


You did a wonderful job with the edi- 
torial ‘““New Look in Investments” (May) 
and from what I have heard in talking 
with others, whose judgment you would 
respect, they also feel that you have 
rendered a real service to many trust- 
men. At luncheon with a top investment 
official of City Bank Farmers Trust, we 
got on this subject of the need for a 
word of warning and he certainly en- 
couraged it forcibly. Like several others, 
he is afraid many will go off the deep 
end and not only hurt themselves but 
trusteeship generally. 


W. H. Shupert, 


Philadelphia Studley, Shupert & Co. 


CORRECTION ... In the May editorial “A 
Legacy for Junior,” where figure $1.94 
was given as the purchasing power of the 
dollar, the following phrase should have 
been inserted “at the beginning of the 
century.” 


363 








364, 


GENERATION 
AFTER 
GENERATION 


Through three and even four 
generations, many families have 
appointed Fidelity to handle the 
details of estate management. On 

the basis of this experience, 

you may confidently 
recommend Fidelity whenever 


trust services in Philadelphia are needed. 


FIDELITY-PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


BROAD AND WALNUT STREETS, PHILADELPHIA 9 
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EDITORIAL... 


Follow the Leaders 


FOR TRUST VOLUME AT A PROFIT 


NE of the finest, oldest and largest trust companies in 

America has just reported that after a half century 
of service, during which it has built up a billion dollars of 
trust, estate and agency business, its fiduciary operations last 
year resulted in a small net loss. Total compensation from 
fees averaged about one-third of one per cent of the assets 
volume. There is no question about the cost and allocation 
angles as this company does no commercial banking bus- 
iness its facilities for fiduciary service, however. did enable 
it to make a net profit on savings accounts and investment 
of its capital funds. 

How often that story is repeated in the trust departments 
of commercial banks. which generally show a large part 
of their net derived from the simple operation of loaning 
money to a deficit-financing government, while the trust de- 
partment works continually on its accounts from inception 
to termination. In the one case — and this applies generally 
to loan accounts as well as government bond accounts - 
there is a tangible commodity for sale. In the case of the 
trust department. however, the acquisition cost is a minute 
fraction of the account cost. because it is personal service 
that is being sold. 

In the state-wide cost studies made in New York eight 
years ago, both New York City and upstate departments 
reported that trust accounts failed to meet their costs by 
almost 15‘., and that corporate agencies and estates were 
the salvation from overall red figures, with personal agencies 

safekeeping and custody — close to the break-even point. 
Direct salary costs accounted for from 54 to 59 per cent 
of the total, occupancy charges for around 10 per cent and 
pensions, social security and other employee benefits for only 
four to five per cent. Since then salary and benefit costs 
have mounted considerably. 

True, the findings and recommendations of the Banking 
Department resulted in changing the law to provide annual 
charges to supplement the inadequate and inequitable ac- 
ceptance and termination fees. But the fact remains that the 
cost of continuous management, as in trust accounts with 
their Damoclesean sword of possible surcharge or settlement. 
too often outruns the fees. Businesslike answers must be 
found if standards are to be maintained, and more particu- 
larly if bank management is to regard the trust department 
as a worthy partner rather than a step-child. 


*% *% * 


There are many answers, and definite possibilities of put- 
ting trusteeship on a paying basis. But they will not be 
found by those who are content to let things drift, are afraid 
of re-negotiaitng out-of-line old accounts, or spend their 
time crying into the soup because they have to work all 
hours and cut corners to keep inside a budget set by hard- 
boiled comptrollers. There is no long-term place for deficit 
financing of trust departments as “service auxiliaries.” 

There is something radically wrong with the cost system or 
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with the trust, and bank, management when we find ratios of 
income to expense for handling estates varying from 553. to 
56. in the same city among well-established departments. Fee 
cutting is obviously one answer, and a very bad one. A 
laborer is still worthy of his hire, or he isn’t worth hiring. 
The answer is not to undercut the general average but to 
repair a deficiency in reputation by improving public rela- 
tions of the bank as a whole and showing the value of pro- 
fessional trust services in particular. 

A review of annual reports of one hundred representative 
trust institutions in small to large cities of twenty-six states 
showed almost unanimous increase in volume of trust assets 
and gross income. But increase in net was not so general, 
and it may fairly be assumed that many of the other two 
hundred banks whose reports were reviewed and found lack- 
ing in trust operations data were so because the net results 
were either negative or inconsequential. This would sound a 
bit lugubrious, but for the fact that some of the more pro- 
gressive trust institutions gave facts and figures to show 
that trust business can be profitable; for instance: 

An Arizona bank stated: “The earnings of the (trust) de- 
partment were excellent.” 

A California trust company reported: “Net earnings were 
23° higher than the previous year,” and others across the 
country remarked that such earnings make an important 
contribution to the net income of the bank.’ 

A Delaware trust company said: “Trust department earn- 
ings were most satisfactory in 1949.” Two District of Colum- 
bia banks reported that trust earnings far exceeded any 
previous year, and “contributed substantially to earnings of 
the company:” and so on through many states. An Illinois 
bank told stockholders “The earnings of the Trust Depart- 
ment continued to increase, each division again operating 
at a profit.” Yet other banks. with equal opportunity. con- 
tinue to slog along with little or no profit and less honor 
from top management. 


* * * 


Since trust accounts are conceded to be the least profitable 
type of service, or to result in loss, take a look at the 1949 
report of Girard Trust of Philadelphia, which, like the trust 
company mentioned in the opening paragraph of this edi- 
torial, also has trust assets of over a billion, but finds that: 
“If invested entirely in a Diversified (Common Trust) Fund 
we can now manage a $10,000 trust account for a fee of 
$50 a year and still realize a small margin of profit.” This 
is a pay-as-you-go charge with no extra termination fee. 

The Old Colony Trust Company of Boston found from a 
cost analysis (cf. page 206, T.&E. April 1949) that a $25,000 
trust that would cost $175 annually as an individual account 
could be handled for $79 through a Common Trust Fund, 
and that the application of businesslike methods could im- 
prove net from about 3% of gross to over 13% in six years. 

The Composite (Common) Trust Fund is only one of the 
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answers. Elimination of free services and fee cutting, charges 
for extra services or account activity, pre-planning of estates, 
a realistic annual fee schedule and co-fiduciary fee ratio 
(such as 34-1, basis), backed by real cost analysis and recog- 
nition of unprofitable accounts, can turn many a “charity” 
department into a respected and self-respecting trust depart- 
ment. There is not even any use for increasing the volume 
of business on the books unless it is profitable. Eliminate 
profit and you eliminate incentive. 

We have cited mainly the above-average size trust depart- 
ments or companies, because they have proven their capacity, 
but the important point is that they are above average be- 
cause they developed more of their potential market — in 
small or big city — and done it with the courage of convic- 
tion based on cost facts. A real study of the data available in 
trust articles, followed by a visit to the trustmen who have 
made a success of their work, would be the best investment 
anyone in the business could make. There is no excuse for 
trust departments being wards of bank charity except lack 
of market potential, poor public relations inside or outside of 
the bank, lack of courage and effort to follow the lead of 
successful operators, or lack of support from the bank man- 
agement. And it is a very poor bank management that will 
maintain the pretense of a trust service without giving a 
good trustman the time and the tools to work with. Poor 
management because a poor or unprofitable trust department 
will reflect badly on the bank and its staff, while a good and 
profitable one will be a feeder for banking business and the 
most valuable personal and community service. 


\ A A 


Is It Bad To Be Big? 


T is considered perennially smart politics to attack big- 

ness in business. Ever since the beginning of the machine 
age it has been an effective vote-getting device to refer to 
“monopoly,” “economic concentration,” and “big business,” 
with the implication that the terms are synonymous. The 
Department of Justice and some legislative committees are 
again endeavoring to show that one, two, three or four 
companies “dominate” given industries because of their 
bigness and that this is “concentration” which is bad. 

However, it is becoming a more difficult political trick 
to turn, since no administration that has been wielding 
power for eighteen years can claim a clean bill of health on 
the one hand, and on the other make the charge that the 
“evil” has grown worse in that same period. The embarrass- 
ment is further heightened by the fact that the same polliti- 
cal party that is so worried about monopoly has been the 
chief factor in creating a labor monopoly. Also, we are 
still too close to the experience of having won a world war 
that would certainly have been lost but for the mass pro- 
duction processes made possible by the very bigness that 
now again we are assured is evil. 


This attitude of government is a curious kind of wind- 
mill tilting. In his recent speech before The Baltimore Asso- 
ciation of Commerce, Benjamin F. Fairless, president of 
U. S. Steel, one of the most investigated companies in the 
country, pointed out that in fifty years the percentage of 
the total steel business done by his company, so far from 
having increased, had fallen from 66% in 1901 to 33% in 
1949. Using data prepared by the Department of Commerce 
on the 1,000 largest companies, Bradford B. Smith, econ- 
omist of U. S. Steel, showed the Celler committee that in 
the ten years covered by most recent analysis, assets, in- 
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come and sales of the 800 smaller companies had increased 
more rapidly than had those of the bigger ones. Net capital 
assets for the larger companies had increased 14%, for the 
smaller ones, 36°; sales had increased for the big ones by 
102°, but for the small ones, 170%; income for the big 
ones went up 41% but the small ones increased by 116%, 

Partial explanation of the relative gains by small busi- 
ness is to be found in the inter-dependence of big and little 
business—a relationship understood by 
apparently not by government. During the war. for ex- 
ample, big business did get the lion’s share of the prime 


business though 


contracts, but the big companies then loaded up the small 
ones with subcontracts—which it does in peace as in war. 
Of necessity the biggest jobs were done on the big machines 
in the big plants, but the thousands of jobs that could be 
done in the smaller operations were subcontracted to the 
smaller plants. As Fairless observed, “It took a big company 
to deliver a finished B-29, but it took hundreds of companies 
of every conceivable size to make it 
and materials that went into it.” 


to make all the parts 


There is ample evidence that small business itself is 
not anxious to be the object of Washington’s solicitude. In 
Dr. Henry C. Link’s recent poll of small businessmen only 
13% were “opposed” to large concerns. But 58° indicated 
that the chief source of their worries lay in Washington 
bureaus. This would seem to form a strong bond of interest 
between “big” and “small” businessmen. 

The ancient art of business-baiting will lose its political 
appeal when most of the nearly 60 million employees of 
business and their families have become aware that business- 
baiting too often is synonymous with vote-getting. 


A A A 


After Hours in a Bank 
66 ANKERS HOURS?” is a phrase still popularly thought 


to represent the life of business ease. Relatively few 
know the variety and extent of work that takes place after 
the bank doors close to the public at 2 or 3 P.M., and con- 
sequently may often be irritated at the supposed indiffer- 
ence to the convenience of the bank customer. 

Just as closing for business on Saturdays brought wide 
misunderstanding and the need for explanation, so may it 
be desirable to correct the impression that mid-afternoon 
closing hours are set for the sole benefit of the bank officers 
and staff. Since there is a continuing turnover, through the 
years, among the customers of any bank, and because many 
people who never before had any relations with a bank are 
now using its small checking, personal loan or other ser- 
vices, the “after-hours” story should be told in each com- 
munity. 

A picture story in a recent issue of the Chicago Daily 
News suggests a most effective means of telling a story about 
banking which can both dispel any “life of Reilly” delusions 
and also create interest in the various services which a bank 
performs. Entitled “Night Life in a Big Loop Department 
Store,” the six-column illustrated feature story depicted 
night workers from electricians and repairmen to wrappers 
and bakers. This same idea could readily be developed by 
inviting a newspaper to send over a reporter and photog: 
rapher for shots and captions showing the work of tellers, 
auditors, trust officers and accountants, the meetings of 
trust, real estate and other committees, conferences on per- 
sonal and corporate trust matters, etc. 
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BUSINESS PURCHASE AGREEMENTS 





RECENT case! brings forcefully 
home the fact that although much 
has been said on the subject of the 
tax aspects of business purchase insur- 
ance the last word has by no means 
been spoken. Moreover, the case em- 
phasizes that the ramifications of the 
subject of business purchase agreements, 
with and without insurance, extend not 
only into the field of Federal income, 
estate and gift taxation, but into the 
corresponding fields of state taxation 
as well. 


The litigation referred to arose with 
respect to the New Jersey Transfer In- 
heritance Tax Act. Strangely enough, to 
those accustomed to thinking only of 
individuals where death taxes are in 
question, the case involved the applica- 
tion of inheritance tax to a corporation. 
Two brothers who were the principal 
stockholders of a corporation agrcied 
that their executors would, upon their 
respective deaths, sell their stock to the 
corporation at $100 per share. When 
one brother died and his executor sold 
his shares to the corporation, inheri- 
tance tax was imposed on the corpora- 
tion based on the amount by which the 
appraised value at the decedent’s death, 
$420 per share, exceeded the price fixed 


in the agreement. 


In sustaining the tax, the Court held 
not controlling certain Federal and New 
York decisions cited to support the 
contention that the maximum price for 
which the stock could be sold, $100 per 
share, constituted its market value, since 
those cases were concerned with a dif- 
ferent principle of taxation. The Court 
concluded that the agreement between 
the brothers “at most is merely a factor 
to be taken into consideration in deter- 
mining fair market value, but does not 
axiomatically fix such value.” 


In other words, the planning which 


This article is based on a lecture given by Mr. 
Ray at the 1950 Partnership Institute of the Fort 
Worth Bar Association. 

\Schroeder v. Zink, 71 A. (2d) 321, decided by 
the New Jersey Supreme Court on Feb. 6, 1950. 
See report in May 1950 TrusTS AND ESTATES 356. 
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GEORGE E. RAY and OLIVER W. HAMMONDS 


The authors are law partners under 
the name of Ray and Hammonds, in 
Dallas, Texas. Mr. Ray was an at- 
torney with the United States Board 
of Tax Appeals, in Washington, D. C., 
during 1938-41 and a special assistant 
to the Attorney General in 1941, and 
was in the office of tax legislative 
counsel for the United States Treas- 
ury Department in 1941-42. He is a 
lecturer at Southern Methodist Uni- 
versity School of Law, and is Secre- 
tary of the Harvard Law School Asso- 
ciation of Texas. Mr. Hammonds was 
for more than four years in the De- 
partment of Justice where he had 
much to do with the preparation, trial 
and briefing of tax cases. This is a 
three-part article. 





had gone into the agreement between 
the brothers had gone for naught, at 
least as far as New Jersey inheritance 
tax was concerned. While the decision 
discussed is only effective in New Jer- 
sey, nevertheless it may have signifi- 
cance in its possible impact upon the 
imposition of federal estate taxes and 
insofar as it indicates a trend. 


The question of how business pur- 
chase agreements, with or without life 
insurance, are to be treated for tax pur- 
poses is not only of current interest but 
may be of vital importance in the con- 
duct of a business. A review of the en- 
tire subject may well be in order. 


Unaware of Dangers 


Despite the substantial volume of 
articles which have been written on 
business purchase insurance in legal, in- 
surance and other periodicals,” studies 
which have recently been made indicate 
that businessmen are apparently not 


"See Lacovara, Business Insurance Trusts; Ad- 
vantages and Suggestions for Drafting, (1943) 43 
Col. L. R. 328; Foosaner, The Stock Purchase 
Agreement (1942) 74 TRUSTS AND ESTATES 59; 
Forster, Legal, Tax and Practical Problems under 
Partnership Purchase and Sale Agreements Coup- 
led with Life Insurance, (1945) 19 So. Cal. L. R. 1; 
Matthews, Estate Tax Consequences of Agreements 
For the Sale of a Partnership Interest Effective at 
the Partner’s Death—An Appraisal of the Status 
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sufficiently aware of the losses to which 
death may expose the businessman and 
the extent to which business purchase 
affords against 
such losses. In a recent study made by 


insurance protection 
the Bureau of Economics and Business 
Research of the University of Illinois, 
representative business firms in a num- 
ber of Midwestern cities were examined 
3/8ths of 
all the concerns interviewed had some 
form of insurance. It 
further appeared that three times as 
many concerns carried key man insur- 


and it was found that only 


business life 


ance as had business continuation pro- 
tection. In other words, corporations 
were much more cognizant than _part- 
nerships of the need for business pur- 
Moreover, it further 
proprietorships, 


insurance. 
appeared that 

which are the most vulnerable to death, 
carried insurance in less 
than half the number of cases of such 


chase 


S¢ le 
business life 


insurance carried by partnerships.* 


It is also interesting to note that much 
of the insurance which was carried had 
been originally acquired because a bank 
or other creditor required the business 
to carry the insurance. Once acquired, 
the insurance was in many cases kept 
up after the debt had been paid off. 
Moreover. in the of those busi- 
nesses covered by key man insurance, 
60° of them had formulated the plan 
without motivation outside of the busi- 
ness and, while a majority of the busi- 


case 


nesses interviewed were aware of busi- 
of the 


businesses had no acquaintance at all 
with business life insurance. 
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213; Shattuck, An Estate Planner’s Handbook, pp. 
58-66, pp. 266-268; Hilgedag, Insurance Planning 
in Income and Estate Building, 4th N. Y. U. An- 
nual Institute on Federal Taxation, 45; Hilgedag, 
Life Insurance Planning for Estate and Gift Taz- 
es, 5th N. Y. U. Annual Institute on Federal Taxa- 
tion, 25; Forster, Tax Problems Resulting from the 
Death of a Partner, 1950 Major Tax Problems, 
Proceedings of the Tax Institute, Univ. of So. 


ness life insurance, almost 30% 





Calif. School of Law, 103; Paul, Federal Estate and 


Gift Taxation, Sec. 10.18. 


®Mehr, Key Man Life Insurance and the Business 
Enterprise, 4 The Journal of the American Society 
of Chartered Life Underwriters 131. 
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The above facts indicate that there 
is a tremendous need for education of 
the average businessman as to his needs 
for business purchase insurance and the 
advantages to be derived from it. 


Agreement Valid 


A business purchase agreement con- 
stitutes a presently effective agreement 
of purchase and sale and is based on a 
present consideration. When it is prop- 
erly drafted, it is a binding contract 
and it is not subject to attack as an 
instrument testamentary in nature, re- 
quiring the formality attendant upon a 
will. 

While life vital 


element in a business purchase agree- 


insurance is not a 
ment, it is virtually always the solution 
to the serious practical problem of find- 
ing the cash with which the surviving 
partners the 
partner's interest in the business. Con- 


will purchase deceased 
sequently, the partners will ordinarily 
take out insurance on each other’s lives 
and the agreement will ordinarily re- 
quire them to do so.‘ In some cases, of 
course, one or more of the partners 
will be uninsurable and in such case a 
sinking fund may be set up in lieu of 
the purchase of insurance on such part- 
ner's life. 

While the use of a trustee to receive 
the proceeds of the life insurance and 
pay them over to the representatives of 
the deceased partner's estate is gener- 
ally approved and practiced, the trustee 
is riot in fact technically a trustee but 
merely an escrow agent. The use of a 
trustee or escrow agent to receive the 
life insurance proceeds and to pay them 
over insures the carrying out of the 
the surviving partners 
and the representatives of the deceased 


agreement by 


partner's estate. Where a trustee is used, 
he will ordinarily be made the benefi- 
ciary in the policy. although the premi- 
ums are paid by each of the partners 
on the lives of the other partners. 

In order to insure the carrying out 
of the agreement by the estate of the 
deceased partner, it is usual to have a 
provision in the will of each partner 
directing his executor to carry out the 
provisions of the business purchase 
agreement. This should effectively fore- 
stall adverse action by anyone interested 


-in the decedent’s estate, as well as by 


creditors of the decedent and his estate. 





‘See, however, panel discussion, The Taxation of 
Life Insurance Used For Business Purposes, Pro- 
ceedings of the Tax Institute, University of South- 
ern California School of Law, Major Tax Prob- 
lems of 1948, p. 282, where Leon B. Brown, Esq., 
indicates that in his opinion the partners should 
avoid any contractual obligation to carry insur- 
ance. 


June 1950 


Where corporations take out key man 
insurance for the purpose of purchasing 
and retiring stock, problems may arise 
as to whether or not the corporation 
may purchase its own stock out of 
anything other than surplus. In Texas 
and some other jurisdictions a corpora- 
tion cannot purchase its own stock ex- 
cept out of surplus.® 


Income Tax Aspects — Cost Basis 


The most serious income tax prob- 
lem arising in connection with business 
purchase agreements entered into by 
partners where life insurance is used to 
provide the cash needed to carry out 
the agreement is posed by the decision 
in Paul Legallet, 41 B.T.A. 295. In that 
case Legallet and O'Neill were equal 
partners. Each partner took out $25,000 
insurance on his own life, payable to 
his wife or children. The premiums were 
by the partnership and 
charged on the partnership books to 


paid were 
profit and loss and thus divided equally 
between the partners. Each partner re- 
served the right to change beneficiaries 
on his policy. The agreement between 
the partners provided that the widow of 
the deceased partner would accept $25.,- 
QO0 paid by the life insurance company 
as the first payment on the deceased 
partner's interest, and that if such sum 
should exceed the value of the interest 
transferred, she should nevertheless re- 
tain the full amount as the purchase 
price for the partnership interest, but 
if such sum was not sufficient to pur- 
the sur- 
balance 
partner 


chase the partnership interest, 
viving partner would pay the 
to the widow of the deceased 


over a period of fifty months. 


O’Neill died and there were paid to 
insurance proceeds in the 
amount of $25,113. Under the agree- 
ment between the partners, she accepted 


$25.000 thereof as the first payment 


his wife 


51 Tex. Law & Leg. 300, 306. 





on the partnership interest and later re- 
ceived an additional $30,936 on notes 
from Legallet. Legallet then sold some 
of the merchandise and accounts re- 
ceivable of the former partnership and 
claimed that the $25,000 proceeds of 
life insurance should be included in his 
cost basis for income tax purposes. The 
Board, in upholding the Commissioner’s 
determination that Legallet’s basis was 
limited to the $30,936 paid by him 
under the notes, took the position that 
the insurance proceeds were received by 
the widow of O'Neill as insurance and 
were not paid by Legallet. 

It appears from the Board’s opinion 
that originally the insurance policies 
had been payable to the other partner 
but that a life insurance agent, seeking 
to give the wives of the partners the 
benefit of settlement options, had per- 
suaded O'Neill and Legallet of the ad- 
vantage of making the policies payable 
to their own wives rather than to their 
partners. 


The most serious consequence of the 
Legallet case arises where a substantial 
part of the partnership assets consists of 
inventory, since on the sale of the in- 
ventory ordinary income is realized by 
the surviving partner and in such case 
he would not be entitled to include the 
proceeds of insurance in his cost basis. 
In view of the Legallet decision, there- 
fore, it is important that the policy on 
one partner’s life be made payable to 
another partner or to a trustee, rather 
than to the wife of the insured partner. 
The Legallet case casts serious doubt on 
the use of settlement options in the 
case of business purchase insurance. Al- 
though it is possible that the Board 
might have held otherwise had Legallet 
taken the insurance on O’Neill’s 
life and owned the policy but named 
O’Neill’s | wife as beneficiary, there 
would still be considerable doubt as to 
whether Legallet had constructive re- 
ceipt of the insurance proceeds suflici- 
ent to permit him to say that he had 
paid them over to O’Neill’s widow and 
therefore should be entitled to consider 
them in his cost basis. 


out 


Assigned Insurance Policies 


While the proceeds of life insurance 
are ordinarily free of income tax under 
Section 22(b) (1) of the Internal Reve- 
nue Code,° where a policy has been 
transferred for a valuable consideration 
the proceeds are expressly made tax- 

°This section provides that there shall be excluded 
from gross income “‘amounts received under a life 
insurance contract paid by reason of the death of 


the insured, whether in a single sum or other- 
2 ” 
WE... 
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able income to the transferee under 
Section 22(b) (2).7 

A problem can easily arise with re- 
spect to these provisions where one 
partner has died and the other part- 
ners wish to carry on the partnership. 
Let us assume that O’Neill and Legallet 
had a third partner named Jones. And 
let us further assume that each of the 
partners had applied for and owned a 

'This section provides in part: “In the case of a 
transfer for a valuable consideration, by assign- 
ment or otherwise, of a life insurance, endowment, 
or annuity contract, or any interest therein, only 
the actual value of such consideration and the 
amount of the premiums and other sums subse- 
quently paid by the transferee shall be exempt 


from taxation under paragraph (1) or (sic) this 
paragraph.” 








$25,000 policy on each of the other two 
partners. Then on O’Neill’s death Legal- 
let and Jones each collected $25,000, 
which sum they used to apply on the 
purchase of O’Neill’s interest in the 
partnership. O’Neill’s estate owned, at 
the time of his death, a policy for 
$25,000 each on Jones and Legallet. 


If Jones purchased from O’Neill’s 
estate the policy on Legallet’s life and 
Legallet purchased the policy on Jones’ 
life, they would own $50,000 of insur- 
ance on each other’s life. As to the 
$25,000 policy purchased by each of 
them from O’Neill’s estate, however, 
any proceeds received by them on the 


HERE’S YOUR TRUST DEPARTMENT 


Markel 


Probate court records indicate that 
more than 80% of the people who 
leave more than $25,000 do not name 
a corporate fiduciary in any capacity. 


That means the average market for 
trust department service is 80° un- 
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death of the insured partner would con. 
stitute taxable income to them to the 
extent the proceeds exceeded the pur- 
chase price, because the proceeds would 
have been paid to a transferee of the 
policy for a valuable consideration. If, 
however, Legallet and Jones were to 
purchase from O’Neill’s estate the polli- 
cies on their own lives, then the amounts 
paid on such policies would not be tax- 
able on the death of the insured. 

This raises a serious practical prob- 
lem at the time of O’Neill’s death if it 
turns out that either Legallet or Jones is 
uninsurable, since it will then be too 
late to apply for new insurance. It is 
desirable to anticipate this problem at 
the time of drafting the business pur- 
chase agreement, giving the surviving 
partners the right to purchase from the 
estate of the deceased partner the poli- 
cies on their own lives. If this problem 
has not been so anticipated, then the 
factor of insurance protection must be 
weighed against the tax-cost involved 
in acquiring from the deceased _part- 
ner’s estate policies the proceeds from 
which may give rise to taxable income 
if not purchased by the insured himself. 


Estate Does Not Realize Income 


In a General Counsel’s opinion dated 
November 10, 1944, an effort was made 
by the Treasury Department to apply 
Section 126 of the Internal Revenue 
Code, which, in general, imposes tax on 
a decedent’s estate with respect to his 
income not reported prior to his death, 
so as to tax the estate of the deceased 
partner on the difference between the 
deceased partner's basis and the price 
received by his estate with respect to 
Six months 
later, however, on June 18, 1945, the 
Treasury, under T.D. 5459. expressly 
ruled that the estate of the deceased 
partner will not realize income in such 


his partnership interest. 


case as to the disposition of tangible 
assets of the partnership, although to 
the extent that payments to the deceased 
partner’s estate are attributable to his 
interest in the previously earned pro- 
portion of the unfinished partnership 
business transactions the payments re- 
ceived by the deceased partner’s estate 
will constitute taxable income. 

The ruling does not by its express 
language refer to the treatment of good 
will and, consequently, it is therefore 
desirable to provide expressly in the 
business purchase agreement an amount 
to be paid for good will since good will 
probably does not constitute “tangible 
assets” as that term is used in T.D. 5459. 

(Continued next month) 
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NEWS PARAGRAPHS... 


32.5% LEAVE WILLS 


Better than half the people who die 
with an estate leave a will, according to 
a survey just completed by TRUSTS AND 
EsTATES among representative counties 
throughout the Covering 30 
counties in 17 states, with population 
ranging from 34,000 to 4,063,000 and 
accounting for 16‘: of the 
(1940 census). the survey reveals that 
36.330 wills were filed for probate dur- 
ing 1949 as compared with 32,767 let- 
ters of administration granted on in- 
testate of for 
testacy. See Table I. 


nation. 


country 


estates, a ratio 92.54% 

The ratio of testacy ran from a low 
of 32% in Vanderburgh (Evansville, 
Ind.) and Bronx (N.Y.) Counties to a 
glittering high of 74° in Travis ( Aus- 
tin, Tex.) County. Among the larger 
centers, the best showings were made 
by Allegheny (Pittsburgh). with 68%, 


Washington, D. C., with 67':. West- 
chester (White Plains, N. Y.) with 
64‘.. and Philadelphia, with 63‘-. 


TABLE 1 


County and Seat 
Los Angeles, Los Angeles, Cal. 
San Francisco, San Francisco, Cal. 
District of Columbia, Washington 
Fulton, Alanta, Ga. 
Cook, Chicago, Ill. 
Madison, Edwardsville, Ill. 
Vanderburgh, Evansville, Ind. 
Allen, Fort Wayne, Ind. 
Suffolk, Boston, Mass. 
Plymouth, Plymouth, Mass. 
Oakland, Pontiac, Mich. 
Essex, Newark, N. J. 
Passaic, Paterson, N. J. 
Bronx, Bronx, N. Y. 
Erie, Buffalo, N. Y. 
New York, New York, N. Y. 
Suffolk, Riverhead, N. Y. . 
Schenectady, Schenectady, N. Y. 
Oneida, Utica, N. Y. 
Westchester, White Plains, N. Y. 
Forsyth, Winston-Salem, N. C. 
Cass, Fargo, N. D. 
Hamilton, Cincinnati, Ohio 
Montgomery, Dayton, Ohio 
Philadelphia, Philadelphia, Pa. 
Allegheny, Pittsburgh, Pa. 
Travis, Austin, Tex. 
Chittenden, Burlington, Vt. 
Dane, Madison, Wis. 
Laramie, Cheyenne, Wyo. - 


Totals 


Junr 1950 


21,354 


The figures were obtained directly 
from the clerks of the respective courts 
with probate jurisdiction, to whom 
acknowledgment is gratefully extended 
here. Some respondents obliged with 
requested information concerning the 
number of corporate executors appoint- 
in Table II. For these 
counties, there were 462, or 7.57, 
porate appointments out of 6,186 wills, 
with Cook and Forsyth (Winston-Salem ) 
Counties in the lead at 10%. 


ed. as shown 


cor- 


Table Il 


Ratio of Corporate Appointments 


Corporate Ratio 

County & Seat Appoint- to 

ments Wills 

Fulton, Atlanta 44 9% 
Cook, Chicago 315 10 
Passaic, Paterson, N. J. 33 4 
Suffolk, Riverhead, N. Y. 27 4 
Schenectady, N. Y. 10 3 
Oneida, Utica, N. Y. 15 3 
Forsyth, Winston-Salem 13 10 


Travis, Austin, Tex. 2 1 
Laramie, Cheyenne 3 7 


- RATIO OF TESTACY 


Population 


Ratio of 
Testacy 


59% 
52 
67 
39 
44 
44 
32 
59 
33 
47 
33 
59 
52 
32 
58 
45 
60 
52 
53 
64 
44 
35 
53 
58 
63 
68 
74 
36 
55 
49 


(in thou- 
sands) 


2,786 
635 
663 
393 

4,063 
149 
131 
155 
863 
169 
254 
837 
309 

1,395 
798 

1,890 
197 
122 
204 
574 
126 

53 
622 
295 

1,931 

1,412 
ili 

52 
131 
34 


Wills 
5,780 
1,560 
1,620 

478 
3,151 
200 
196 
200 
1,153 
392 
259 
2,221 
707 
1,215 
1,916 
3,024 
672 
336 
493 
1,332 
133 
58 
1,468 
850 
3,823 
2,522 
164 
59 
307 
41 


Intestacies 
4,093 
1,418 

802 
737 
4,022 
250 
408 
154 
2,358 
445 
538 
1,487 
652 
2,524 
1,374 
3,641 
448 
307 
432 
751 
172 
107 
1,103 
628 
2,290 
1,173 
58 
107 
247 
43 


52.5% 


36,330 32,767 





Trust Funds Over $50 Billion 


The volume of personal trust funds 
administered by trust institutions in the 
United States exceeds $50 billion, based 
on latest official figures and estimates 
for those states where such data are not 
made available. With Canadian trust 
companies added, the aggregate total 
reaches $54,256,544,252. 

The breakdown follows, with date of 
latest published reports of the Comp- 
troller of the Currency (for national 
banks), state bank supervisory authori- 
ties (only those states listed publish 
trust statistics) and the Department of 
Insurance (for Canada). 














National Banks (12/48) $20,420,435,348 
State Banks 
California! (6/49) 218,591,000 
Connecticut (9/49) 722,487,331 
Illinois (12/48) 1,629,276,279 
Maine (6/48) 29.120,970 
Massachusetts (12/49) 1,452,514,000 
Nebraska (6/49) 16,249,259 
North Carolina (12/48) 221,533,012 
North Dakota (12/48) 238,594 
Ohio (6/49) 1,165,576,500 
Oregon (12/49) 12,685,095 
Pennsylvania (12/49) 3,243,747,206 
Washington (12/49) 32,226,944 
Others? 21,875,000,000 
51,039,681,538 
Canada (12/48) ____. 3,312,445,115 
Total $54,352,126,653 


Court trusts only. 

“Estimated on ratio of business in national banks 
in those states where state bank figures are known, 
excepting Illinois, which would distort the picture 
because of the disproportionate amount of $6 bil- 
lion in national banks there, and California be- 
cause of limitation to court trusts. 24% of national 
bank trust business is in these states. 


A A A 


Bankers Trust to Start 
Second Common Fund 


Bankers Trust Co. of New York will 
establish a Legal Common Trust Fund 
on July first to accommodate those 
trusts whose investments are confined to 
legal securities. By virtue of the recent 
amendment to the New York statutes, 
investment in equities thereafter will be 
permitted up to 35% of the size of the 
fund. The company reports that the 
assets in its Discretionary Fund ap- 
proached $5 million at the end of the 
first year of operation. 


A A A 
Boston’s Day Trust Starts 
Common Fund 


Day Trust Co. of Boston placed a 
common trust fund in operation on 
May first. Administered under the 
Massachusetts Prudent Man Rule, the 
fund is the discretionary type. 
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Common Stocks? 





ONSERVATION is the basic func- 

tion of trusteeship—has been and 
should continue to be. But what does the 
term mean? Has the modern trustee 
fulfilled his obligation by attempting to 
conserve the dollar value of the assets 
turned over to him? Can he totally dis- 
regard changing values in terms of what 
these dollars will buy or should he use 
his best efforts to conserve purchasing 
power as well? 


During World War I many of our 
citizens made their first investment in 
marketable securities—U. S. Govern- 
ment bonds. In the years that have 
followed the public has been subjected 
to a broad general educational program 
on investments, particularly equity type 
investments, through greater publicity 
of corporate developments and earn- 
ings; greater availability of financial 
data from responsible sources; the 
recognition by the investment fraternity, 
including the New York Stock Exchange 
itself, of the necessity of removing the 
mysticism which heretofore seemed to 
surround the business of finance; and 
the many safeguards thrown around 
stock investments through Stock Ex- 
change and governmental regulations 
and requirements. 


Woes of Beneficiary 


While these events were taking place 
other developments brought about a 
steady decline in purchasing power. De- 
ficit financing to pay the costs of war 
and buy the peace, unbalanced national 
budgets and their inflationary implica- 
tions are all contributing factors. The 
desirability of maintaining relatively 
low money rates to finance and support 
the national debt has resulted in a dras- 
tic reduction in the yield on high grade 
bonds—once the commonly accepted in- 
vestment media for the conservative 
trustee. This development was particu- 


Excerpts from address before Trust Division, 
Pennsylvania Bankers Association, May 18. 
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larly unfortunate from the standpoint of 
income beneficiaries, and its bearing on 
the overall trust investment problem. It 
seems unnecessary to substantiate the 
statement with detailed statistical analy- 
sis. However, a few basic figures will 
serve to illustrate the situation. In 1929, 
the average yield on AAA bonds was 
approximately 4.73%. In 1939, the 
figure had declined to 3.01% and in 
February of this year it was 2.58%. 
Adding to the woes of the beneficiary 
are the rise in income taxes and the 
costs of the necessities of life. 


Following through with this trend it 
is not difficult to envisage a situation 
where the original intent of the donor 
is defeated. For instance, I know a 
trust which has been set up where the 
wife has the income during her life and 
at her death a worthy charity is the 
eventual remainderman. It rea- 
sonable to assume that the donor would 
be more interested in having his wife 
provided for than that the dollar value 
of the assets to be turned over to char- 
ity be maintained. If this assumption is 
correct and if available data leads to 
the conclusion that a reversal of cur- 
rent trends is improbable over the fore- 
seeable future, what should the modern 
trustee do about the situation? 


seems 


For the purpose of this discussion it 
will be assumed that the logical medi- 
um for attempting to protect purchas- 
ing power will be common stocks. It is 
not the intent here to convey the im- 
pression that common stocks provide 
a perfect inflation hedge but experience 
has shown that, generally speaking, they 
stood up better than bonds in periods 
of pronounced inflation. It is frequently 
offered in rebuttal that common stocks 
failed as hedges in Great Britain. Some 
of the answers lie in the tax structure 
in that country, the nationalization of 
industry, etc. Free enterprise, of course, 
is an important and integral part of the 
concept of common stock investing. 










Having adopted a policy which con- 
templates the holding of common stocks 
we come to the question “What per- 
centage of the fund should be represent- 
ed by common stocks?” This will vary 
with the individual trust but under cur- 
rent conditions it would seem that up 
to 40°. could be regarded as sound 
practice. This figure, however, is based 
on the assumption that the remaining 
60‘ will be represented by truly high 
grade protective type securities. I un- 
derstand that in Massachusetts, where 
the “Prudent Man” rule is in effect, it 
is common practice to put as much as 
50% 


has been strongly defended by noted 


in common stocks, and this ratio 


authorities on trust investments. 
Check the Record 


Next, “What types of stocks should be 
considered?” Common stocks are pur- 
chased for income and for capital ap- 
preciation through long term growth. 
Protection of purchasing power involves 
a combination of both of these but gen- 
erally speaking, and particularly for 
smaller and medium size trusts, a com- 
paratively good rate of return without 
undue risk of principal should be the 
objective. While it is true that income 
from common stocks varies to a degree 
that makes generalization an impossi- 
bility, there are many common stocks 
that have paid regular dividends for 
decades, while others have averaged 
good returns over a period of years. It 
would be a relatively simple matter to 
sit down and work out a portfolio of 
perhaps 50 common stocks with an un- 
interrupted dividend record of a quarter 
of a century and which would be so 
diversified as to represent a fairly good 
cross-section of American industry. It 
would also be of more than passing in- 
terest to trace the pattern of income dis- 
tributions on stocks of such relatively 
mature and conservative companies as 
for instance American Can, Union Car- 
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bide, duPont, F. W. Woolworth, etc. 
For example, we would find that in the 
case of American Can, one share bought 
back in the early 1920’s would now be 
the equivalent of 41% shares, now pay- 
ing $4 per share, or total dividend dis- 
tributions on an adjusted basis of $18 
per share. American Can reached a low 
of around 2134 in the 1920-21 period. 

Diversification by industry is essen- 
tial and is aimed at protection against 
errors in judgment and unexpected 
turns in the development of industry. 
It is impossible for even the most able 
student to pick out a certain industry 
and say “this is it!” It is possible, on 
the other hand, to say with reasonable 
assurance that industries A, B and C 
have relatively better prospects today 
than industries X, Y and Z. Frequently, 
it is possible to pick out several indus- 
tries and say that on the average they 
have good prospects of growth. Natur- 
ally, the conservative approach to trust 
investing precludes any attempt to par- 
ticipate in the growth of new, although 
promising industries, because of the 
speculative risk involved. 


Common Stock investment selections 
by the average trustee will undoubtedly 
be confined to “blue chips” that over 
a period of time have met the tests 
of sound and financial 
strength, have given at least average 
market performance and of which the 
individual companies are regarded as 


management 


among the leaders in their respective 


fields. 


Where emphasis is on principal pro- 
tection, but with better yields than can 
be obtained on highest grade bonds, 
consideration may be given to bank and 
insurance company stocks. Bank stocks 
are accorded high investment standing 
and dividend records over a period of 
years, in good and bad times, have been 
satisfactory. While not a growth indus- 
try in the strict sense of the word the 
outlook on the whole is fair. Average 
the AG 
coupled with relative market stability 


yields in neighborhood of 
would seem to qualify this group as a 
conservative trust investment. 
Command Good Rating 
Insurance stocks, particularly fire and 
casualty companies, command good in- 
vestment rating. Financial strength, di- 
versification and limited cyclical charac- 
teristics are among the industry’s out- 
standing factors. Yields are satisfactory, 
quality considered, and increases in re- 
turn are foreseen over the intermediate 
term. The important investment port- 
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folios of these companies provide in 
themselves a conservative general in- 
vestment. 

High on the list of preferred indus- 
tries would probably be public utilities 
with their record of stability of earn- 
ings and dividend distributions coupled 
with slow but steady growth. In this 
connection individual selections should 
place emphasis on the nature of the 
territory served and the attitude of regu- 
latory bodies in the area. Consumers 
groups generally are, as a rule, less 
sensitive to the industrial cycle and in 
this category food and food chain equi- 
ties have much to recommend them. To- 
bacco stocks, particularly leading cig- 
aret companies, have proven satisfac- 
tory holdings over a period of time. 

Stocks of companies in basic indus- 
tries automobile 
manufacture and electrical equipment 
are cyclical by nature and therefore re- 
quire more emphasis on timing, but 
under proper conditions they deserve 
a place in any well diversified stock 
portfolio. Steel company shares, even 
more volatile, have little to recommend 
them from a strictly investment stand- 


such as_ petroleum, 


point. 
Now to the $64 question, “What 
would you do with common = stock 


money at these market levels?” As a 
result of a practically uninterrupted 
eleven months advance, average indus- 
trial stock prices are at historically high 
levels—highest in about 20 years. Cer- 
tainly this fact in itself invites caution 
and a close study of each situation. 
Furthermore, every point advance in 
the averages from here means that we 
should be that much more conservative 
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in our approach. As a trustee yours is 
not, and cannot be, the short term view- 
point. Intermediate market swings must 
be disregarded. I would like to tell you 
of my experience with a fund with 
which I have been identified as financial 
advisor for the past several years. I be- 
lieve the handling of this fund and 
results obtained may serve to bring out 
a number of basic points which defi- 
nitely apply to trust investing today. 


Presents Problems 


This is a charitable fund which dur- 
ing the war years accumulated some 
$15 million and which quite properly 
during that time was invested in U. S. 
Government bonds. Current return was 
not a factor and, of course, there was 
no tax problem. The beneficiaries of 
this fund are deserving individuals in 
temporary financial straits. At the end 
of the war the trustees were confronted 
with various alternatives. Demands on 
the fund were increasing day-by-day 
while the rate of return was fixed, and 
at a comparatively low rate. Finally it 
was decided the trustees should attempt 
to increase the overall investment re- 
turn by diversifying their port folio. 


The problem is particularly interest- 
ing at this time because of the fact that 
by the time this decision had been 
reached, market averages were very 
close to current levels, historically high 
—in the general vicinity of 200 for 
the Dow Jones Industrial Averages. At 
that time we pointed out to the trustees 
that we believed that if faced with this 
problem a conservative corporate trus- 
tee might be inclined to suggest main- 
taining a ratio of 65% in U. S. Govern- 
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ment obligations and placing the bal- 
ance, or 35%, in sound investment-type 
common stocks. This 35%, however, 
would be a goal and not necessarily an 
immediate objective. 


We pointed out that “timing” should 
be a primary consideration in the pur- 
chase of common stocks for investment 
and similarly that no security could be 
“bought and forgotten.” For that reason 
we suggested putting only 15% of the 
total value of the fund in common stocks 
at the time. The individual issues which 
were selected represented the best stocks 
we knew how to buy and _ purchases 
were made on a long term basis. This 
meant that having satisfied ourselves 
as to their intrinsic merit we would 
be inclined to continue with them, un- 
less there were basic changes in that 
industry, or in the position of the indi- 
vidual company within that industry. 
Subsequently when the market declined 
in the Fall of 1946 we added another 
5% in carefully selected stocks. 


Now Represents 35% 


Under careful supervision and con- 
stant review we have in the interim 
added to the common stock portfolio 
until today it represents 35° of the 
total fund. Naturally there have been 
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times during these years when market 
quotations for many of the stocks held 
were below cost prices, but this was 
relatively unimportant since the main 
objective, that of increasing income 
with good quality stocks, was being 
realized. As a matter of fact, it is in- 
teresting to note that today the 35% 
invested in common stocks is currently 
producing considerably more income 
for the fund than the 65% in U. S. 
Government obligations. Since this is a 
particularly good time to look at a com- 
mon stock portfolio from a market 
standpoint it is also pleasant to record 
that the entire portfolio now represents 
an increase in dollar value. Not only 
has the fund been able to meet its de- 
mands without invading principal but 
the trustees have been able to broaden 
their activities beyond the scope of 
their original expectation. 

A lesson which might be drawn from 
this would be the necessity of cautious 
approach in the matter of common stock 
purchases at these high market levels. 
Where income is of paramount import- 
ance, where money must be put to work, 
it would seem that some attempt should 
be made to average costs over a period 
of time. For instance the fact that trus- 
tees under the New York laws may pur- 


Available at Net Asset Values 
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chase common stocks up to 35% of the 
value of the fund as of July Ist does 
not necessarily mean that on that date 
all trustees will immediately step into 
the market to that extent. In other 
words, this is a permit and not a di. 
rective. It also means that these pur- 
chases would be made only in such 
securities and under such conditions as 
prudent men of discretion and intelli- 
gence in such matters, bent on securing 
a reasonable income and the preserva- 
tion of their capital, would make for 
their personal funds. 


The extent of this trust buying and 
its influence on high grade common 
stock quotations cannot be estimated 
at this time but unquestionably it will 
be at least a supporting factor. 


Other reasons for continued buying 


support of investment-type common 
stocks include the growth of the pension 
fund idea and the substantial funds be- 
ing invested by open-end investment 
trusts. Particularly as regard pension 
funds there is not only the matter of 
funds recently set up but some funds 
which have been in operation for a 
period of years have recently changed 
their policy to include a diversified list 
of good quality common stocks. 
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The Real Threat to Security... 


Too Big Government 


ITH the revolt against the old 

laissezfaire do-nothing govern- 
ment philosophy has come a sense of 
community responsibility for the indi- 
vidual welfare, and rightly so. Civilized 
society can not survive the jungle law 
of fang and claw. 

Do-nothing government is dead. Vir- 
tually every phase of economic life is 
subject to some government interven- 
tion or regulation. The issue we now 
face is whether, as some say, community 
responsibility should be everything— 
and individual responsibility nothing. 
This doctrine ignores the human law 
that there are limits to the burden a 
community can carry. There is a point 
of no return beyond which government 
intervention and the lack of responsi- 
bility among non-producers slow down 
all production and defeat their own 
purposes. 

I joined with both Woodrow Wilson 
and Franklin Roosevelt in their pro- 
grams of humanitarian reform, in the 
eight-hour day, collective bargaining, 
equality for farmers and 
other “new freedoms.” I opposed the 
conscription of labor in the recent war, 
even when President Roosevelt’s “lib- 
eral” advisors favored it. I have fav- 
ored pensions and care for the aged, 
infirm and handicapped, and _ have 
urged that America take the lead in 
lifting wages and living standards. 


economic 


Advance and Preserve 


Enormous advances have been made 
under our present system, the best in 
These can be 
pressed further in years to come—as 
long as we preserve our form of gov- 
ernment. But the way to protect human 
rights is not to socialize them. Today 
the chief threat to human rights is no 
longer too little government. Freedom’s 
greatest threat today is too much gov- 
ernment. 


the world. advances 


Is government action to be prompted 


*From address at the College of the City of 
New York, May 11, 1950. 
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by the sheer expediency of whichever 
greeds or pressure groups appear 
strongest at the moment? Or is it to be 
subject to higher ethical restraints, and 
if so, what are they to be? That is the 
dilemma which will confront us through 
the rest of our lives. 


Do-nothing government, we _ were 
told, was a cloak for powerful interests 
who wanted to be “let alone” to despoil 
the country’s resources and the public. 
How unselfish are they who today in- 
voke the power of government to further 
their own interests, or to get votes? 


The plunder of our natural resources 
has been largely checked, though not 
entirely. Are we now to have a new 
system of plunder of the national treas- 
ury? 

To regulate ourselves 
poses enormously greater problems than 
when taking things for granted, trust- 
ing to the automatic workings of com- 
petition. But is the old “let me alone” 
philosophy to be replaced by nothing 


better than a “gimme mine” philoso- 
phy? 


consciously 


Inflation—Made to Order 


Look at the inflation that has wracked 
the country in recent years, with such 
injury to those with fixed incomes and 
teachers, policemen, 
nurses, civil servants, pensioners, the 
aged, and others. What good will in- 
creasing pensions do unless the spiral 
of inflationary policies and deficit 
spending are halted and pressure groups 
fought off? 


wages—firemen, 


This inflation has not been the result 
of do-nothing economics. It has come 
from government-managed economics, 
from government favoritism to certain 
pressure groups, in disregard of the 
national interest. 

With the war’s end, the process of 
inflation by pressure groups was given 
whirl after whirl—with the end not yet 
in sight. 

Every form of saving has been de- 


preciated—life insurance, government 
bonds, thrift accounts, annuities and 
pension funds. Week after week, bit by 
bit, these sums were put aside by mil- 
lions of persons for their old age, for 
buying a home, for sending a child to 
college. To the extent that these savings 
are cheapened, the ability of these mil- 
lions to care for themselves and their 
families is weakened. They have been 
made more dependent upon the govern- 
ment. They have been made more in- 
secure. Yet all this has been done in 
the name of “security.” 


This false gospel of security through 
deficit financing is evidence of bad 
thinking habits. Saving, from the earn- 
ings of our most productive years, is 
the first bulwark of security. Inflation 
is the worst enemy of that saving. 

In Soviet Russia, the people saved 
up their rubles, the accumulated sweat 
and hopes of a generation of work and 
deprivation. Then the Government 
slashed the value of the ruble to one- 
tenth. For all Russians over forty, 
nothing was left but to work at a bare 
subsistence level until they died; they 
could never hope to regain the savings 
their government had wiped out. Wher- 
ever they have come to power, the Com- 
munists have wrecked the value of 
money. They have robbed savings of 
their value and keep the people enslaved 
through a system of perpetual inflation. 


Could Enslave 


Nothing quite so bad has happened 
here—yet. But if American fiscal policy 
becomes a perpetual inflation machine 
—as “deficit financing” would make it 
—the result must be to enslave us to 
the government. 


One of man’s oldest delusions has 
been that he could avoid the necessity 
of working and saving by some money 
trick—lowering its value, printing more 
of it, changing lead to gold. In every 
instance these efforts have brought ruin. 

“Deficit financing” has convicted it- 
self. It has been tried; it has failed. 
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Servicing Pension Trusts 


POLICIES IN ACQUISITION AND ADMINISTRATION 


THOMAS A. MOORE 


Vice President & Trust Officer, Marine National Exchange Bank, Milwaukee, Wisconsin 


HE present stage of the modern de- 

velopment of pension trusts has not 
only altered the conception of pension 
trusts and the social philosophy sur- 
rounding them, but has also materially 
altered the technical responsibilities of 
the trustee in the operation and servic- 
ing of the plan. This stage is exempli- 
fied by the growing union demands for: 


(1) Union welfare funds or what 
are called “bundle” setthements, which 
include pensions, group life insur- 
ance, hospital and medical and surgi- 
cal care; 

(2) The demand for full vesting 
and for area-wide or industry-wide 
plans. The recent examples are such 
things as (a) the so-called “Toledo” 
plan, (b) the plan agreed to a short 
time ago by the full-fashioned hosiery 
group, (c) the resettlement of the 
bituminous coal miners welfare fund. 
and (d) the findings of Gerhard 
Hirschfeld of the Research Council 
for Economic Security; and 

(3) The development of plans 
based upon contributions of cents per 
hour or upon a “royalty” per units 
of production. 


Survey of Opportunities 


Any trust institution not yet firmly 
ensconced in this field should make a 
careful survey to determine what the 
probably volume of pension trust busi- 
ness might be in its community and 
what portion of such business is reason- 
ably attainable by it. In so doing it 
should recognize that it will be in com- 
petition with other local trust depart- 
ments and trust companies and in com- 
petition for the better class of business 
with the large city banks. Nor should 
you overlook the fact that your local 
industries may be drawn into a national 
or regional pension plan upon an asso- 
ciation basis, or may become contribu- 
tors to an industry-wide or national 
union welfare fund, in which case, it is 
more than likely that the fund will be 


From address at Indiana Bankers Association 
Trust Conference, April 1950. 
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handled in some large city convenient 
to the trustees. In addition, there will be 
insurance companies advocating group 
annuities and group permanent plans 
which may not require the services of a 
bank trustee. This does not mean, how- 
ever, that there is not a field of profit- 
able trust smaller 
communities and in my opinion your 
attention should be turned primarily to 


business in many 


your own local industries regardless of 
size. 

If your survey indicates that there 
is enough available business to war- 
rant the development of an expert tech- 
nical staff. the direct and the collateral 
benefits are sufficient to warrant a ma- 
jor effort. Professional work of this na- 
ture brings your trust officers in inti- 
mate association with the senior officers 
of your client company. It is not unusual 
for this to lead to the discussion of the 
personal affairs of the company execu- 
tives and it gives them a chance to 
know and appreciate the other services 
of your institution. The business of it- 
self increases the bank’s deposits. If ex- 
tensive good will is developed, it may 
hold corporation bank accounts for the 
commercial department or it may de- 
velop new connections. It is almost cer- 
tain to keep your services in all trust 
matters before the attorneys with whom 
you will work and from their recogni- 
tion of your ability and from being re- 
mindec. constantly of your trust activi- 
ties, may 
directed to you. It opens up a new ave- 
nue through which you can vary your 
institutional advertising. 


you have excellent business 


Recognize Limitations of Self- 
Administered Plans 


I do not go along with the school of 
trust officers who believe that all of the 
pension trusts for which a bank is the 
trustee should be of the self-admini- 
stered type. A bank can operate suc- 
cessfully and to the advantage of its 
customer under insured plans also. 
There are cases in which you will in all 
honesty be called upon to recommend 
insured plans in which there may be no 





place for a bank trustee. At least, you 
would be well advised to admit that 
there is a place for such plans and be 
willing to point out the advantages as 
well as the disadvantages of this type 


of plan. 


Many smaller companies with too few 
employees to guarantee an approach to 
the actuarial averages on mortality may 
be well advised to adopt an insured type 
of plan under which the mortality inci- 
dent to any death benefit is assumed by 
the insurance company and the mortal- 
ity risk in respect to the annuity after 
retirement is likewise assumed by an in- 
surance company. If the customer is too 
small for a group annuity contract or a 
group permanent contract. which obvi- 
bank 


vour institution may serve as a trustee 


ates the necessity of a trustee. 
to purchase. own and hold individual 
policies. Likewise. you may quite prop- 
erly as a trustee have group whole life 
plans convertible to retirement income 
at retirement age. Under this type of 
plan, you may hold the group contract. 
if your local law permits, and may hold 
and invest a conversion fund through 
which the annuities are ultimately paid 
for at the actual retirement date of each 
individual employee. 


If you adopt this viewpoint and are 
willing to concede that each plan should 
be “tailor made” for the employer to 
serve his particular employee group. 
and if you can convince the lawyers and 
the insurance underwriters in your com- 
munity that their ideas and their busi- 
ness are not in jeopardy if the problem 
is placed before you as a bank consult- 
ant, then. you may develop a group of 
boosters who are recommending you 
without direct cost to yourself. This 
presupposes that your expert has an 
understanding of all of the types of 
insurance contracts commonly — em- 
ployed in the pension trust business. It 
also presupposes that he is familiar with 
all of the arguments both in favor of 
and against the trusteed type of plan, 
and that he will honestly and fearlessly 
strip the various proposals to their es- 
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sentials and expose the validity of each 
argument and the extent of any risk in- 
volved. 

Therefore, it becomes fairly evident 
that the acquisition of pension trust 
business depends upon a sufficient vol- 
ume in hand or in prospect to warrant 
the time of one or more of your officers 
who is or can be adequately educated 
in this highly technical subject. If you 
are to realize any profit in the business. 
you must acquire your various accounts 
upon the basis that will make it pos- 
sible for 


economically, 


you to operate the account 


Check List of Functions 


The servicing of your accounts be- 
gins with the development of the plan. 
If you can be consulted and remain in 
the picture during this development pe- 
riod. you should be able to guide the 
thinking of company executives along 
constructive lines and, without in any 
way stultifying the purposes of any plan. 
have the administrative provisions so 
drawn that you do not have to create a 
separate bookkeeping. record keeping 
and accounting system for each plan. 
Not. all members of the bar are experi- 
enced in the drafting of pension plans 
and if you will make the proper ap- 
proach and make your experience. li- 
brary and technical services available 
to the attorney on a friendly and helpful 
basis, you may be not only of great 
assistance to him and his client but you 
may assist in avoiding some of the pit- 


falls 


vealed. 


which your experience has re- 
Some of the principal things which 


you should watch and prepare for, even 








though the plan and the trust instru- 
ment itself relieve you of any liability 
for so doing, follow: 

(1) After you are in possession of 
the executed instrument and the neces- 
sary corporate resolutions and authori- 
ties, you should see that the initial con- 
tribution to the plan creating the corpus 
essential to the trust is made in due time 
and that your books so reflect it. 

(2) If you have investment respon- 
sibility, you should consult with the 
company officials and determine so far 
as is reasonably possible what the first 
vear cash requirements of the plan may 
be and what the subsequent require- 
ments may be over a period of years. 
You may then schedule your investment 
program. We have found it desirable, 
even in the cases where we have com- 
plete investment responsibility, to ad- 
vise the company executives of our in- 
vestment philosophy and in no event 
would we follow the policy of making 
common stock investments in a pension 
trust without first having consulted the 
company involved and having explained 
to them carefully the degree of risk that 
might be involved in this procedure. In 
a true pension plan the investment re- 
sult may increase or decrease the cost 
to the employer company, depending 
upon the actual earning rate as com- 
pared with the assumed rate of interest. 
The question of using common stocks 
may become more pressing as_ these 
funds become an important factor in 
the entire investment market and com- 
pete for the desirable fixed income se- 
curities. * 


*See “Impact of Industrial Pensions on Capital 
Markets,” this issue page 489.—Ed. Note. 
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(3! We advise each pension trust 
customer that it is essential to keep their 
plan constantly before their employees 
and to explain and re-explain the bene- 


fits. 


(4) If the company wishes to do so, 
we will assist in the preparation and 
distribution of certificates showing that 
the participants are qualified for the 
benefits under the plan. This has to be 
carefully prepared, particularly where 
there is no vesting or progressive vest- 
ing, and should always be submitted to 
counsel. 


(5) Where the plan provides for a 
committee and the employee group is 
entitled to elect a member of the com- 
mittee, we frequently have conducted 
the election by controlled ballot and 
have tellered and certified the results. 


(6) We have set up our books so that 
any pertinent information may be 
drawn from them. Particularly we keep 
an accurate capital and income account 
so that these figures are available if at 
any time any agency of government 
should question the continuing tax ex- 
emption or should the plan be retro- 
actively disqualified. In profit-sharing 
plans, this separation of principal and 
income is essential due to the realloca- 
tions that must be made annually in 
most plans and for the purpose of figur- 
ing the vested interest of any employee 
upon severance of employment or upon 
death. 

(7) If the plan is a contributory plan, 
a separate record must be kept of the 
employee’s contribution and the incre- 
ment on such contribution if the plan 
provides for it. 

(8) We prepare the annual statement 
of the trust and the balance sheet re- 
quired for filing both with the com- 
pany s income tax return to support its 
tax deduction and for filing by the 
trustee to support the continuing tax 
exemption of the trust as an entity. 


(9) We prepare and submit to the 
company annually the information in 
our possession required by the company 
in the preparation of the “High-25 
Schedule” required by Section 165 of 
the Internal Revenue Code. 


(10) We either file the required 
annual documents or require the com- 
pany to certify to us on prepared forms 
that they have done so. 


(11) Where insurance policies are in- 
volved, we reconcile the premiums with 
the insurance company and pay from 
the available funds the initial premiums 
and the annual premiums thereafter. We 
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also require upon all of our insurance 
policies an automatic premium loan 
rider to prevent any lapse due to clerical 
error. 

(12) If required to do so by the 
instrument, and in most cases even if 
not required to do so, we check the 
benefits to which each particpant is 
entitled as a double protection against 
error in the insurance company’s office 
or in the office of the company’s payroll 
or personnel division. 

(13) In the event of reduction of 
benefits due to reduced wages or salary, 
we surrender sufficient of the policies 
to bring the account into line or reflect 
the reduction on our own books. 

(14) Upon termination of employ- 
ment due to severance or death, we cal- 
culate or double check the vested inter- 
est and make the required distribution. 

(15) Upon notice of the retirement 
of a participating employee, we calcu- 
late the retirement benefit and carry out 
the distribution provisions of the instru- 
ment either by assignment of the policy 
or by direction to the insurance com- 
pany to pay direct or by cashing in the 
policy and distributing the proceeds, or 
in self-administered plans, by making 
the payments from the fund. 

(16) We keep the records in most 


trust 
services 


chicago 


instances of the beneficiary designations 
and the changes in beneficiary designa- 
tions made by the employee. 


(17) In many profit-sharing trusts, 
we keep the individual account records, 
including the allocations of company 
contributions, the annual revaluation, 
the distribution of income earned and 
the allocation of any forfeitures. These 
valuations are frequently required on 
an annual, quarterly or monthly basis 
to make it possible to distribute vested 
interests to severing employees. 

(18) Terminations, or partial term- 
present a totally different 
question of responsibility and we at- 
tempt to have all of the authorities, 
duties and protections spelled out in the 
original trust agreement. 


inations, 


Adequate Fees 


In the conventional fields, 
administration of estates, testamentary 
trusts and living trusts, fees are con- 
trolled either by law or court precedent 
or by a rather inflexible competitive 
rate. The pension trust field is compar- 
atively new and we in the trust busi- 
ness would be ill-advised to allow inad- 
equate fee schedules to develop. Corpo- 
rations generally are willing to pay a 
fair price for good service. Some banks, 


such as 


failing to recognize this fact and being 
over-persuaded in competition for the 
larger accounts, are tending to lower 
the fees to what seems to me an un- 
reasonable scale. 

If realistic fees are charged, activity 
will produce a fair margin of profit 
upon a reasonable volume of business, 
We have followed the practice of quot- 
ing fees which would show us a profit 
and have have customer 


yet to any 


raise any serious objection to them. 
A A A 


Trust Advertising Up 


The proportion of 1950 bank advertis. 
ing budgets allocated to trust services 
is approximately 20‘« higher than the 
amount expended for that purpose last 
year, according to a survey of 258 
banks, most of them with trust depart- 
ments, made by Gene Bridges of the Re- 
public National Bank, Dallas, as_ part 
of the requirements of the School of 
Financial Public Relations sponsored by 
the FPRA. The percentage this year is 
set at 10.3°¢ of the total budget, com- 
in 1949, The report 
points out that, because trust business 


pared with 8.6% 


is highly selective, in many cases direct 
mail is used exclusively. 


\\ hen you need a fiduciary in Chicago, American 


National Bank and Trust Company stands ready to 


serve your requirements fully and efficiently. The 


experience and friendly co-operation of our Trust 


officers can help you achieve your purpose, for 


individuals, estates or corporations. You are cordially 


invited to call or write about any of our trust 


department services, or your own particular problem. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY OF CHICAGO 


MEMBER FEDERAL DEPOSIT 


LASALLE AT WASHINGTON, 
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| _Ad ministrative aieed Under 
arital Deduction 


THOMAS S. EDMONDS 


Clauses 


Member of the Chicago Bar; Chairman, Probate Courts Law and Procedure Committee, 


INCE the function of the marital 

bequest is to effect the maximum 
saving in Federal estate tax consistent 
with the testator’s plan for the distribu- 
tion of his estate, differences of opin- 
ion have arisen, not so much as to the 
objective to be accomplished, but as to 
the means to be used in its accomplish- 
ment. At the present time there is di- 
versity of opinion as to the type of 
legacy which is best suited for the pur- 
pose.” Generally speaking, the marital 
bequest will be one of the following: 

lst—A_ pecuniary such as 
$200,000: 


2nd—A specific bequest of definite 


legacy 


property ; 

3rd—A devise and bequest of a frac- 
tion of the residue: 

4th—A money bequest. which may be 
satisfied by payment in kind, the extent 
of the bequest being computed by a 
formula based on Federal 
values, which values are used both for 
the purpose of computing the extent of 
the bequest and for the purpose of valu- 
ing property transferred in satisfaction 
of the bequest. | shall refer to this type 
as the “first type of formula bequest”; 


5th—A money bequest computed in 
the same manner as the first type of 
formula bequest except that it contains 
no reference as to the values to be used 


estate iax 


in satisfying the bequest. I shall refer 
to this as the “second type of formula 
bequest.” 

Since the first type of formula be- 
quest is widely used, let us illustrate its 
application by an example: 

“An amount equal to 50% of the value 
of my adjusted gross estate as finally de- 
termined for Federal Estate Tax purposes, 

the marital de- 
ductions, such tax 


amount of 
allowed for 


less ageregate 

if any, 

*In order to avoid repetition, it will be assumed 
that all legacies are in trust, that in addition to a 
marital trust there is a residuary trust, and that 
the trustee of both trusts is a trust company which 
is also acting as the executor. 

From address at Trust Conference of Ohio Bank- 
ers Association, April 20, 1950. 
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Section of Real Property, Probate and Trust Law, American Bar Association 


inter- 
have 


purposes by reason of 
ests in property 
passed to my wife otherwise than by the 
terms of this Article of my Will. My Ex- 
ecutor shall have full authority to satisfy 
said bequest wholly or partly in 


property or 


passing or which 


cash or 
kind and to select and designate and to 
convey and assign to the Trustee of said 


trust fund, the cash, securities or other 
assets, including real estate and inter- 
e-ts therein, which shall constitute such 


trust fund, and also to sell and convey 
any part of my estate, including real estate 


and interests therein, without order of 
court, provided, however, that any prop- 
erty so conveyed and assigned in’ kind 
to satisfy said bequest shall be valued 
for that purpose at the value thereof a- 


finally determined for Federal Estate Tax 
purposes.” 


Let us assume the value of the testa- 
tor’s property is as follows: 
Miscellaneous securities 

passing under the terms 
of the Will 
Life insurance payable to 
wife 


$290.000 


his § 30.000 


Joint tenancy real estate 
purchased by the dece- 
dent which passes on 
his death to his wife $ 30,000 


Gross taxable estate $350.000 


The claims and funeral expenses are 
$13.000; 
and expenses of administration $15,000; 
aggregating $40,000. Deducting _ this 
from the $350,000 gross estate, leaves 


the widow’s award $12.000: 


an adjusted gross estate of $310,000. 
While the marital bequest is 50‘ of 
the adjusted gross estate, the will di- 
rects that the value 
of the property passing to the spouse 
otherwise than by the terms of the will, 
which in this instance is represented by 
the life insurance and joint tenancy 
property, the total value of which is 
$60,000. Therefore, in order to deter- 
mine the property which actually passes 
by the marital bequest under the will, 
$60,000 is deducted from $155,000 
which is 50% of the adjusted gross 


it be reduced by 





estate, so that the marital bequest will 
be $95,000. 


Pros and Cons of Formula 


The question has been raised as to 
whether both types of formula bequest 
may be invalid for the reasons that their 
extent is measured by external standards 
beyond the testator’s control and_ that 
the Rule against Perpetuities is violated 
because estate tax values may not be 
determined within lives in being and 
21 vears thereafter. In the absence of a 
statutory prohibition, it would seem 
that such bequests are valid and _ that 
the Rule against Perpetuities is not vio- 
lated. In this connection it should be 
noted that the Rule is one of vesting 
rather than time of payment. 

Formula type bequests have been se- 
verely criticized as being complicated 
and as appearing to provide a distribu- 
tion with precision ordinarily impracti- 


While both 


justification, no adequate substitute has 


cal. criticisms have some 


come to my attention. 

Frequently the combined estate taxes 
of the two spouses will be minimized 
if a percentage less than the maximum 
values 


is used. Variations in 


make it difficult to obtain the maximum 


property 


tax saving unless the will is revised from 
time to time to meet changing condi- 
tions. In this connection it should be 
noted that few testators are willing to 
revise their wills more frequently than 
annually. 

Assuming that the testator is unwill- 
ing to make frequent revisions of his 
will, a bequest based on a percentage 
of an adjusted gross estate such as the 
formula bequests will usually effect a 


greater tax saving and more nearly 
carry out a testator’s wishes than one 


based on percentage of the residue, a 
pecuniary legacy, or a specific bequest. 
This necessarily results from the great 
by the adjusted 


flexibility provided 


gross estate. 
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TATES 


Wholly aside from instances of statu- 
tory restriction, difficulties will be en- 
countered with the first type of formula 
bequest if there is an enhancement of 
value prior to distribution. If the execu- 
tor exercises his discretion to pay in 
cash. the surviving spouse derives no 
benefit enhancement, all of 
which inures to the benefit of the residu- 
ary trust. If the executor exercises his 


from the 


discretion by making payment in kind, 
the surviving spouse shares in the en- 
hancement. On behalf of the residuary 
beneficiaries, it may be contended that 
the duty of the executor is to protect 
the residue of the estate. On behalf of 
the surviving spouse, it may be argued 
that by making payment in kind. the 
spouse? will receive only a proportion- 
ate share of the enhancement; that the 
phrasing of the marital bequest indi- 
cates the testator intended payment to 


kind 


would be an abuse of discretion to en- 


be in and that in any event it 
tirely exclude the surviving spouse from 
any benefit of the enhancement. While 
ordinarily no will 


when the residuary beneficiaries are des- 


controversy arise 
cendants of the surviving spouse, such 
controversies are apt to occur when the 
beneficiaries are not so related. 

In order to avoid such controversies. 
the marital bequest should be so drafted 
as to leave no doubt of the testator’s 
intention in regard to payment in kind 
or in cash. There may be instances in 
estate 
to the extent it is 


testator will wish his 


kind 


practicable, In 


which a 
distributed in 
reasonably such cases 
a clear statement to that effect will avoid 
dificulty. In other cases. however. ihe 
testator will prefer to have the bequest 
paid in cash for the reason that a sav- 
ing in Federal estate taxes due on the 
death of the surviving spouse may be 
eflected by having the enhancement in 
value inure to the residuary trust. Such 
a testator, therefore, should specify that 
the provision authorizing payment in 
kind is granted solely for the admini- 
strative convenience and that no bene- 
ficiary is to have any right to insist 
on payment in kind, 


Second Type of Formula 


The second type of formula bequest 
differs from the first in that 
estate tax values are not to be used for 


Federal 


the purpose of satisfying a bequest. 
Consequently, when payment is made in 
kind, delivery date values must be used. 
If. therefore, at the time the marital 
trust is established there has been an 
enhancement in value of securities that 
are used to satisfy the bequest, a taxable 
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capital gain will result. If the bequest is 
satisfied in whole or in part by the 
transfer of closely held assets not having 
a readily ascertainable market value 
and the assets have enhanced in value 
during administration, the executor may 
be hard pressed to explain at the time 
of audit the difference between date of 
death values used for ordinary estate 
tax purposes and delivery date values 
used for marital deduction purposes. 
This in part explains a tendency to 
abandon the second type in favor of 
the first type of formula bequest. 

It should be noted that this type of 
bequest does not effect the maximum 
Federal estate tax saving. In such cases 
the bequest must bear a fractional part 
of the Federal estate tax. Since the iax 
cannot be computed until the deduction 
is ascertained and since the deduction 
until the tax is 

Formula,” or- 


cannot be ascertained 


computed, the “Greeley 
iginally designed for charitable deduc- 
tions, is used by the Department for 
marital deduction purposes. Since part 
of the tax is charged to the marital be- 
quest, a substantial part of the marital! 
Unlike the 


type. a bequest of a fraction of the 


deduction is lost. formula 


residue fails to take into consideration 


prior bequests as well as the passing 
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Real Estate Division 


trust affairs of any size. 


TRUST DEPARTMENT 
Largest Trust Business in the West 


We take pride in our ability to provide 
staff, facilities, vaults, quarters and equip- 
ment capable of handling estate and 


of property other than by the terms 
of the will. The use of a bequest of a 
fraction of the residue for marital de- 
duction purposes should therefore be 
avoided. 


Specific Devises and Legacies 


There may be instances, however, in 
which the use of a specific devise for 
marital deduction purposes may be 
considered. In many States, unless the 
matter is covered by testamentary pro- 
vision, title to real estate does not pass 
through the executor but vests in the 
devisees at the testator’s death. If the 
marital bequest is of a type which per- 
mits the executor to allocate the real 
estate to the bequest, but does not re- 
quire its allocation, a problem may 
arise as to who is entitled to the income 
earned prior to allocation. In most juris- 
dictions, such income inures to the res- 
iduary trust. This, however, does not 
conform strictly to the marital deduc- 
tion requirement that all income be pay- 
able to the surviving spouse. It has been 
suggested that, in order to eliminate the 
problem, the will should devise the real 
estate to the executor. In such cases, 
however, it will be necessary to deter- 
mine whether the executor, in receiving 
the real estate, is acting in the capacity 
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of executor or trustee. If he is acting 
as trustee then the trust will not meet 
marital deduction requirements for the 
reason that the surviving spouse may 
not be the sole income beneficiary. 
While it is believed that the marital 
deduction provision ought to be so con- 
strued as to avoid any problem as to 
real estate which may or may not be 
allocated to the marital trust, a specific 
devise will avoid the question. 


If a testator is willing to make fre- 
quent revisions of his will. a satisfactory 
marital bequest may be in the form of 
a pecuniary legacy, which may or may 
not be satisfied by payment in kind, or 
a specific legacy. Generally speaking, 
administration of an estate will be 
thereby simplified. Obviously, bequests 
of this type should not be used when 
difficult questions of value are presented. 
It is to be regretted that in most in- 
stances the use of such bequests is made 
inadvisable by the testator’s unwilling- 
ness to give frequent consideration to 
his will and his estate. While the law 
is not always an exact science, the in- 
ertia of testators is almost proverbial. 


Manner of Administration Irrelevant 


In my opinion, the allowance of the 
marital deduction is not affected by the 
manner in which the estate is admini- 
stered. The closest analogy to the mari- 
tal deduction is the deduction allowed 
by Section 812 (d) of the Internal 
Revenue Code for transfers for public, 
charitable, and religious uses. Since it 
has been clearly held that matters oc- 
curring after death cannot in any way 
affect the deduction for a charitable be- 
quest, the same result should follow as 
to the marital deduction. However, until 
there is a reported decision on this 
point, executors and trustees will ad- 
minister the estate in such manner as 
to establish additional proof that the 
estate is entitled to the deduction. 


For example, the executor will gener- 
ally establish the marital trust as of 
the anniversary date and in any event 
prior to audit of the return. He will, if 
possible, allocate only income-producing 
property to the trust and if it is neces- 
sary for him to include in the trust 
unproductive property, the fiduciary will 
be prepared to show at the time of 
audit that he has endeavored to sell the 
unproductive property. 


Effect of Taxes 


The question has arisen as to whether 
the marital deduction will be jeopar- 
dized by the manner in which State in- 
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heritance taxes are assessed and paid. 
Under the Ohio Code, for example, 
when the succession to property is de- 
pendent on contingencies, the inheri- 
tance tax is initially assessed by assum- 
ing the occurrence of the contingency 
which will produce the highest tax. If, 
however, the executor deposits cash or 
bonds of a value and type which meet 
the requirements of the Code, the tax 
of the 
contingency producing the smallest tax. 


will be assessed on the basis 
Let us assume a marital bequest of 
a fraction of the residue. In my opinion, 
a deposit of bonds for this inheritance 
tax purpose will not affect the marital 
deduction for the reason that it is an 
act occurring after the date of death 
for the further reason that the 
surviving spouse will receive the income 
from the deposited bonds if they are 
allocated to the marital trust. 


and 


Frequently, the surviving spouse will 
request the executor to delay establish- 
ing the marital trust until final audit of 
the Federal estate tax return in order 
to effect a personal income tax saving. 
If the executor accedes to this request, 
he must recognize the possibility of a 
decline in value of the estate’s assets. 
If, therefore, the establishment of the 
marital trust is to be postponed sub- 
stantially beyond the anniversary date 
for the sole benefit of the surviving 
spouse, it would seem only prudent for 
the executor to require the surviving 
spouse to furnish a written agreement 
that the ultimate distribution may be 
made in cash or in kind, whichever may 
later prove to be most beneficial to the 
residuary trust. 


Allocation of Assets 


In the establishment of a marital 
fund when distribution is to be made 
in kind, it seems advisable, in the ab- 
sence of testamentary provisions to the 
contrary, to allocate to the fund a cross- 
section of the estate. This is particularly 
true when closely held corporate shares 
having no readily ascertainable market 
value form a substantial part of the 
estate. Even if given broad powers, the 
executor may and perhaps should be 
reluctant to make any other type of 
allocation for the reason that it might 
be detrimental to certain beneficiaries. 


This problem should be discussed 
with the testator and specific testamen- 
tary provisions should be made deter- 
mining the allocation so far as is prac- 
ticable. Loss of control of closely held 
properties may result from lack of such 
provisions, for the marital fund must 





either be left outright to the surviving 
spouse or subject to his or her appoint. 
ment, which would permit a diversion 
of the fund from the ultimate objects 
of the decedent’s bounty. 

In the preparation of the Federal 
estate tax return, it is suggested that 
the executor or administrator will have 
a choice as to the assets for which a 
marital deduction is claimed, and that 
accordingly the executor should choose 
only property which does not allow him 
to recover an allocable portion of the 
tax. For example, assume the surviv- 
ing spouse has received proceeds of 
certain insurance policies and joint ten- 
that the allowable 
marital deduction is less than the total 


ancy property and 
value of insurance and property. It may 
be contended that it is the duty of the 
executor not to claim the insurance as 
part of the marital deduction so that 
he can claim reimbursement for a_por- 
tion of the tax allocable to the insurance. 
A more equitable solution would be to 
include a pro-rata part of the insurance 
in the marital deduction. 


Effect of Encumbrances 


Heavy encumbrances frequently lead 
to difficult administrative problems. Let 
us assume an estate consisting of mis- 
cellaneous securities barely sufficient to 
provide for taxes and expenses of ad- 
ministration, and of four apartment 
buildings each of which is encumbered 
by a separate mortgage with amortiza- 
tion provisions. If the will prohibits 
sale of the properties but requires the 
use of income for the payment of the 
mortgages, the marital deduction will 
be lost for the reason that all of the 
income from the marital trust will not 
be payable to the surviving spouse. 


If, however, the will permits the sale 
pay the en- 
will 
that 
the surviving spouse does not wish the 
property sold and is willing to enter 
into an agreement with the executor and 
trustee that such of the income as may 
be necessary shall be used to make the 
mortgage payment. While such an agree- 
ment ought not to jeopardize the mari- 
tal deduction, it is doubtful whether it 
will be beneficial to the surviving spouse 
since the entire income from the trust, 
without deduction for mortgage pay- 
ments, would apparently, for income tax 
purposes, be included in the taxable 
income of such spouse. 


(In the July issue, Mr. Edmonds will 
discuss problems arising on the death of* 
the surviving spouse.) 


of sufficient property to 
cumbrances, the marital deduction 
not be jeopardized. Let us assume 
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Accountantin Estate Plannin g 


Valuations, Tax Calculations, Assembly of Data 
and Business Reorganization Plans Among Useful Functions 


E in the public accounting pro- 

fession have. perhaps. overlooked 
opportunities in the past to render valu- 
able services to certain of our clients, 
above and beyond the call of our normal 
duties. One or two current cases come 
to mind in connection with solely-owned 
or closely-held business, where eventual 
estate problems are present or in ihe 
making, in which | have perhaps been 
remiss in not fitting action appropriate 
to the thought, principally because such 
considerations rule im- 
mediately in the line of my regular audit 


functions. | think most public account- 


are not as a 


ants would, upon reflection, agree that 
they have in some cases overlooked the 
potentialities for rendering important 
service to clients by bringing about the 
proper disposition of such collateral 
problems. 

On the credit side of the ledger, how- 
ever, there is evidence that public ac- 
countants are giving increasing atten- 
tion to their obligations along these 
lines, and the importance of this role 
is likewise receiving increasing atten- 
tion from fiduciaries, lawyers and life 
insurance specialists. Too. there is an 
increasing awareness of the need for 
intelligent, exhaustive estate planning 
brought about as a result of the dis- 
cernible trends towards legal estate con- 
fiscation through tax levies upon the 
right of transfer at death, and as a 
result of the unusual stimulus to both 
planning and review brought about by 
changes in the Federal death and gift 
tax laws in 1948. 

Although such changes created many 
new advantages not previously available 
to testators generally, we must recognize 
that tax law is inherently a_ volatile 
thing and that the advantages of today 
be the lost opportunities of io- 
morrow. Accordingly, it is both urgent 
and timely that we re-examine the na- 
ture and kind of services necessary to 


may 


From an address before the 13th annual meeting 
of the Trust Division, Illinois Bankers Assn., April 
27, 1950. 
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ROBERT S. MacCLURE, C. P. A. 


Barrow, Wade, Guthrie & Company, Chicago 


effective estate planning, and that we 
effect a uniting of those services in order 
that each specialist on the “team” dis- 
charge his professional obligations to 
achieve the utmost advantages for his 
particular clients. To do this we must 
have the clearest understanding of our 
respective places on the team and a 
proper recognition of the other fellow’s 
“province,” and his professional opin- 
ions bearing thereon. 


The Team 


Comprising this “team” are the trust 
expert whose counsel and advice in the 
planning stages, and participation in 
administration. are the basic functions 
of trust work; the attorney whose spe- 
cialized knowledge and _ interpretation 
of estate law and will construction are 
indispensable: the life insurance under- 
writer whose comprehensive knowledge 
of insurance and annuities is essential 
to proper selection of such investments 
in each specific case; and the profes- 
sional accountant whose duties and 
functions | will attempt to outline in 
some detail. 

1 do not mean to imply that the 
bringing together of these specialists is 
an inflexible requisite to all estate plan- 
ning. In some cases, as for example 
where the wealth of a testator consists 
solely of cash and listed securities ac- 
quired by direct purchase at known 
dates, the the 
may not be required. Due consideration 


services of accountant 
must also be given to the size of the 
estate in judging whether the employ- 
ment of such services is advisable from 
a practical standpoint. Conversely, the 
opinions of other specialists may be ne- 
cessary in certain cases, as for ex- 
ample those of appraisers of real estate 
or other specific types of property, 
where such opinions can be expected to 
lend great weight in questions of valua- 
tion. My remarks here, however, per- 
tain to the general situation where em- 
ployment of the four-phase team is both 


practical and necessary. 


Two Basic Objectives 


\s a means of most clearly outlining 


those aspects of estate planning to 
which the accountant can bring signifi- 
cant contributions. | propose to define 
the basic objectives to be sought. Simp- 
ly stated, these objectives. of equal im- 

portance, are: 
1. To arrange ownership and control 
of the 


group under such arrangements as 


property within family 
will insure a maximum of enjoy- 
ment and security therefrom for 


the owners, and 


To of — the 


property upon death of either hus- 


N 


arrange disposition 
band or wife under such arrange- 
ments as will insure a maximum 
of enjoyment and security there: 
from for the heirs and other bene- 
ficiaries of the decedent's bounty. 


In both cases, these objectives should | 
be accomplished with the greatest pos- 
sible economic effectiveness; i.e.. with 
the least amount of shrinkage as a re- 
sult of tax consequences or other fore- 


seeable events. 


Accomplishing the Objectives 


The development of a plan for the 
accomplishment of these objectives will 
probably include the following steps: 


1. General review of the 
the the 


wants to accomplish, and the conse: 


pre sent 


status of estate, what owner 
quences of the present plan or lack of 
a plan. (It is not contemplated that 
this review will comprehend complete 
detail or exact calculation of the con- 
sequences but it should be sufficiently 
intensive to provide the broad outline 


upon which to proceed. ) 


2. In the event that general review 
discloses one or more respects in which 
the present plan is inadequate, or if 
it appears that no well-defined plan has 
yet been instituted, assembly of detailed 
information necessary for developmen, 
and preparation of an effective plan. 
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STATES 


The specific facts which must be as- 
certained are: 


(a) Domicile of the testator 

(b) Complete and detailed information 
as to assets and liabilities 

(c) Details of the personal and familv 


situation of the testator 
(d) Information as to testator’s present 
gift tax status 
(e) Contracts or other agreements or 
affecting him 
life insurance, partnership interests, 
etc.) 


documents such as 


of the plan by 
preparation of the requisite legal docu- 


3. Implementation 


ments. by conversion of assets, by the 

making of gifts, and so on. 
1. Periodic the 

determine what alterations in the plan 


review of estate to 
may be necessary by reason of unanti- 
cipated changes in character or value 
of the that 
unexpected changes in the applicable 


estate, and to determine 
laws or regulations have not rendered 
the plan wholly or partially ineffectual. 
In sound estate planning, of course. due 
consideration must be given to those 
future changes which can be expected 
or anticipated, and dealt with accord- 
ingly. For example, it is to be expected 
that the present financial status of the 
testator and of the family group may 
change. and such conditions must be 
reasonable 


predicted with 


Changes in death and gift tax rates and 


accuracy. 


provisions are, on the other hand. un- 
predictable, and must be dealt with as 
they occur. 


Function of Accountant 


Throughout the steps outlined above, 
the accountant’s services in finding facts 
and testing conclusions may be invalu- 
able and. as will later appear. he can 
render material assistance in effecting 
the conversion of certain types of non- 
liquid assets into liquid assets. In ful- 
filling this investigative function. it is 
the 
is upon other members of the team. to 


incumbent upon accountant. as it 
be thoroughly familiar with the applic- 
able provisions of tax laws. since these 
laws have the most direct bearing upon 
all phases of the plan, even though the 
legal 
drafting of instruments fall clearly with- 


matters of interpretation and 
in the province of the lawyer member 
of the team. 

Together with all the other members 
of the team the accountant should par- 
ticipate in step 1. The most important 
participant in this step is, of course. 
the testator as it is he who gives the 
required preliminary information. If, 
as is most often the case, present con- 
ditions and circumstances are inade- 
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quate to accomplish the desired objec- 
tives and results, subsequent steps of 
the plan must be undertaken. 


Here the accountant performs one of 
his most important functions in estate 
planning, for now it is essential to as- 
semble and present the pertinent facts 
that may have bearing upon the estate 
plan. If competent conclusions are to 
be reached, this step 
complete, impartial and objective fact- 
ual investigation, in field the 
accountant is eminently qualified. 


necessitates a 
which 


In some respects the procedures to 
be followed are similar to those of a 
typical audit, except that confirmations 
from outside parties, common to audits, 
are rarely necessary in developing the 
information for the estate plan. One of 
the principal objectives of this examina- 
tion is to determine and evaluate all of 
the elements affecting the testator’s fi- 
nancial position and that of each mem- 
ber of his immediate family. 

Every interest in property must be 
ascertained, its cost or other basis for 
tax purposes determined, and its present 
and probable future value estimated. 
In this connection the accountant may 
examine deeds, contracts, insurance pol- 
icies, investments, notes. wills and trust 
agreements. His function inter- 
pretive—if the interest of the testator 
is not clear or the legal effect of the 


is not 


documents is doubtful in any way. the 
attorney the team 
direct this fact-finding stage. Otherwise. 
the will 
terests in each property. 


on will assist in or 


accountant determine the in- 


During the course of ascertaining the 
testators properties and the extent of 
his interests therein, the accountant may 
also be in position to determine the 
circumstances under which the testator 
acquired his various property interests 
and the 
thereof. Although income tax basis is 


cost and income tax basis 


of no significance in the case of prop- 


erty transmitted by will or otherwise 
at death. it is of extreme importance in 
the transmitted by 


inter vivos gift where the property has 


case of property 
depreciated in value since acquisition. 


Accordingly. such consideration may 
affect the selection of properties to be 
made the subject of inter vivos transfers. 
and the factual data upon which the 
estate plan is based will not be com- 


plete without this determination. 


Present and Future Valuations 


Problems of difficulty may arise in 
determining present values of the testa- 
tors properties. In some instances, it 
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will be necessary to call upon specialized 
appraisers or engineers to establish 
values on certain types of property. 
However, in many instances where valu- 
ations are obtained by formula ihe 
accountant is qualified to make the de- 
terminations. Particularly is this true 
of the valuation of stocks of closely 
held corporations, where the estate 
value is likely to be based, in the final 
analysis, upon an earnings formulae, 
on net book value, or on some other 


such basis requiring determinations 


within generally accepted accounting 
principles. The accountant’s experience 
with a variety of businesses will enable 


him to adapt such formulae to the cir- 
cumstances of the particular business. 
Similarly the accountant is qualified by 
experience to establish values in con- 
nection with certain advantageous con- 
tracts and income-producing rights. 
Problems of present valuation are, 
however, dwarfed by the problems of 
estimating future values, and this latter 
step can be accomplished only to a 
limited extent. In fact, it is partly be- 
cause of the difficulty of this procedure 
that the fourth step of estate planning 
periodic review of the estate—is made 
necessary. Despite these difficulties, it is 
desirable and even practical to attempt 
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some degree of prognostication, based 
upon the known facts and circumstances 
because in large measure it is the value 
of the estate properties at the time of 
death which will determine tax liabili- 
ties for which provision must be made. 

The accountant can render important 
service in this connection by estimating 


values upon the basis of projected 
trends of the individual business in- 
volved as compared with trends of 


similar businesses. To do this he will 
want to analyze past earnings perform- 
ances of the business, and the extent 
to which such earnings resulted in fi- 
nancial growth. He will consider the 
past record of product development and 
the known future prospects in that re- 
spect. The makeup of the business or- 
ganization from the standpoint of per- 
sonnel and special talents is important, 
particularly if the testator is the key 
individual, as for example, in a_per- 
and 
other considerations must be related to 
the future 
testator’s death, and in many instances 


sonal service enterprise. ‘These 


situation surrounding the 
such considerations will be subjected to 
the the 
estate planning team. 


cooperative study of entire 

The accountant may also be required 
to ascertain liabilities and claims against 
the estate. Here again it is not only the 
present liabilities which are important 
but also the liabilities in the 
form of administration fed- 
eral and state death taxes, and antici- 


future 
expenses, 


pated reductions, if any, of present lia- 
bilities. Present claims against the estate 
will ordinarily be disclosed in connec- 
tion with the accountant’s examination 
for the purpose of ascertaining the as- 
sets of the estate. Disclosure of other 
liabilities will depend, to a great de- 
gree, upon the testator. The accountant 
may again indulge in some prognostica- 
tion by projecting required repayments 
in relation to the factors of anticipated 
income, existing contractual relation- 
ships within the business, and so forth. 
Lifetime Planning 

In the foregoing discussion, principal 
emphasis has been placed upon an ex- 
amination designed to disclose the con- 
dition of the estate at the time of death. 
It is important that the estate plan- 
ning team does not lose sight of the 
first basic objective of estate planning, 
which is to ensure maximum enjoy- 
ment of the ownership of property and 
maximum security therefrom during 
testator’s lifetime. It is necessary, there- 
fore, that the accountant, in his fact- 
finding investigation, give consideration 
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to the present distribution of property 
and income members of the 
family. 


among 


Because of the heavy burden of income 
i that maximum 
present enjoyment and the largest future 
estate can be achieved only by careful 
balancing of the most advantageous tax 
arrangements consistent with considera- 


taxes, it is axiomatic 


tion of the family group during the life- 
time of the testator. Fortunately the 
most beneficial arrangements for income 
tax purposes are often entirely consist- 
ent with that phase of estate planning 
which concerns itself with passing on the 
largest measure of security and enjoy- 
ment of property after death. 

Although the other factual data re- 
quired for the estate planning are not 
financial in the accountant, 
as the fact-finding member of the team, 


character, 


will, in many cases, find himself in the 
best 
data. 


position 
with the 
the testator in the course of his other 


to obtain the required 
least inconvenience to 
investigation. This information would 
include the personal data relative to 
the testator and members of his family, 
financial data relating to members of the 
family, if pertinent. and prior gifts of 
the testator. 


Correlation of Data and Plans 


\t this point the fact-finding phase of 
step two will be completed, and it may 
fall to the accountant to correlate the 
information and prepare a report set- 
ting forth the facts as he finds them. An 
important phase of such report would 
consist of setting forth the consequences 
of the present arrangements on testator’s 
family if he should die first, and if his 
wife should first. of the 


marital deduction, these presentations 


die Because 
will not be complete without a showing 
of the effect of the subsequent death of 
the surviving spouse. 

With this them all 
members of the team should collaborate 
in devising a plan which will best ful- 
fill the testator’s requirements. The ac- 


report before 


countant may be able to make sugges- 
tions which will be beneficial, but in 
any event the results of the deliberations 
of the team will probably be several 
plans. each of which will offer advan- 
tages in one or more respects over the 
present situation. The duty may then 
fall upon the accountant to test each 
of the proposals in relation to the dual 
objective of planning for the lifetime, 
and after the death of the testator. This 
test can be made only by superimposing 
each of the alternative plans upon the 
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existing factual situation and making 
many computations of income, gift, and 
estate taxes. The tests themselves may 
suggest other possibilities which must, 
in turn, be tested. As a result of these 
tests one or more plans may evolve, 
each of which may possess some ad- 
vantages and some disadvantages in sat- 
isfying the testator’s requirements. The 
accountant may well prepare, on behalf 
of all the members of the team, a sec- 
ond report to be submitted to the testa- 
tor embodying the factual data of the 
first report, setting forth the alterna- 
tives, and showing the advantages and 
disadvantages of each. 


i 





a complete 
and dependable 


Role in Effectuating Plan 


After the testator has selected, with 
the aid of further conferences with his 
advisors, the plan which he prefers. 
step three takes place and the plan is 
put into effect. Ordinarily this step 
does not involve the accountant particu- 
larly, since it consists principally of 
the drafting and execution of trust in- 
struments, a will and other legal docu- 
ments, and the purchase of insurance. 
However, the accountant may even 
have a part to play in this step if the 
properties of the testator include a 
substantial interest in a closely held 


coms mene, seme 
ge ee 


4] 
4 


OS SAS 


Out of our unusual background in all matters per- 


taining to real estate we have developed the most active 


local Escrow Service. Our Escrow Officers are equipped by 


experience and training to meet and solve difficult problems 


which so often arise in completing a transfer. When your cus- 


tomers, both personal and corporate, require a closing in 


Chicago, you can safely recommend the use of our Escrow 


Department. The fullest cooperation is assured. 


CHICAGO TITLE ano TRUST COMPANY | 


111 West Washington Street, Chicago 2, Illinois 


387 








corporation, or entire ownership of a 
business. Quite commonly a vital part 
of the estate plan, in such instances, is 
to arrange for the introduction of new 
capital by either public or private fi- 
nancing so as to insure greater eventual 
liquidity of the testators’ assets, pro- 
tecting them against the risks of forced 
liquidation. The accountant can be of 
material assistance in this project by 
the preparation of financial statements 
and by devising means by which the 
new capital can be secured advantage- 
ously, and in some instances he may 
indeed be 


indispensable because of 


registration requirements. 

The accountant may also render valu- 
able service in assisting in the reorgan- 
ization of an existing business so as to 
perpetuate its existence beyond the life- 
time of the testator who has been the 
key figure in the business. Such assist- 
ance may take the form of administra- 
tive reorganization designed to create 
an organization which can carry on 
after its leader is gone. or of changes 
in the form of the organization itself. 


Final Step — Review 
The fourth step in the plan—periodic 
review—may again fall within the pur- 


view of the public accountant, at least 
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in part, in the same way as does the 
first half of step two. The accountant 
should review periodically the testator’s 
situation to determine whether there 
have been any changes which will ma- 
affect the 
adopted. If such changes have occurred, 
the testator should call in all the mem- 
bers of the team. Revisions may then be 


terially plan which was 


necessary which would involve partial 
repetition in the re-drafting of the estate 
plan and drawing the requisite legal 
documents. Some awareness of the need 
for such review may, in fact, spring 
from the accountant’s normal audit con- 
tacts with the business or in prepara- 
tion of individual tax returns of the 
testator or any of the members of his 
family. 

It should be observed, however. that 
it is frequently difficult to make changes, 
particularly with respect to certain basic 
phases of the plan once it has been 
adopted, because certain legal relation- 
ships are created which cannot be al- 
tered subsequently. Hence, it is of the 
utmost importance that the accountant 
facts 
initial examination as far. and as ac- 


project the determined by his 


curately, as possible into the future. It 


is also essential that the entire group 
of advisors endeavor to project, from 


Federal Reserve System 








the trend of development of applicable 
laws, what the later law may turn out 
to be. 


Dominant Role Varies 


The responsibilities of the various 
team members for certain phases of the 
estate planning work will necessarily 
vary with specific cases. Principally, 
such variations will be determined by 
the existing relationship between the 
client and the particular team members. 
In many cases public accountants, be- 
cause of long years of constant confi- 
dential with their 
will be 


association clients, 


looked 


“principal” by such clients in planning 


upon somewhat as a 
estates. Similarly, the trust officer, law- 
ver and life underwriter will have such 
dominant position with other clients, 
for the same reasons. The paramount 
issue at all times. however, must be a 
degree of service which results in the 
greatest measure of security and _ en- 
joyment to the testator, his family and 
other beneficiaries. To that end trustees, 
lawyers, accountants and insurance spe- 
cialists may well reap rich rewards in 
personal satisfaction as well as financial 
gain through the joining of their re- 
spective skills at a high level of public 


service. 


ee A 


eee 


TRUSTS AND ESTATES 


cable 
1 out 


rious 
f the 
sarily 
ally, 
d by 
the 
bers. 
be- 
‘onfi- 
ents, 
as a 
ning 
law- 
such 
ents, 
Ount 
be a 
| the 
en- 
and 
sLees, 
spe- 
Is 
ncial 
re- 
ublic 


————————$——$—$ 


TES 


Smpact of Srahastad | on 
THE CAPITAL MARKETS 


ECENT acceleration in the rate of 
expansion of private pension plans 
has led to considerable exaggeration of 
the probable consequences. It is  fre- 
quently calculated. that 
if private pension plans covering the 


bulk of our 


for example, 


working population are 


adopted. there will be a tremendous 
shortage of investment opportunities 


amounts which will be 


form. of 


relative to the 
accumulated in’ the pension 
reserves, 

One of the possible consequences, it 
is argued. would be to drive interest 
rales down to substantially lower levels. 
so that the 
earn enough to pay pensions as due. 
Another possibility would be that the 
Federal Government would supply the 


devoting the 


reserves would no longer 


demand for investments, 


proceeds to capital expenditures in 


areas previously reserved for develop- 


ment under private auspices. Concern 


has also been expressed over the effects 


of large pension contributions on_ the 


costs of doing business. Economic stag- 


nation or persistent inflation are visual- 
alternative re- 


ized as the distressing 


sults of such increases in cosfs. 


None of these possibilities can be 


taken lightly; but a realistic view of 
basic trends is most reassuring. Let us 


look at some of the principal factors. 


of Possible Growth 


The Extent 


It is incorrect to assume that we can 
take all the 36 million employees in non- 
agricultural business as the potential 
field of private pension plan coverage. 
Because of the predominance of small 
firms and shifting employment in con- 
struction, service. and distributing activ- 
some 16 million employees in 
these lines can be largely excluded. In 
transportation, public utilities, finance. 
and mining. a high proportion of those 
eligible among 6 million or more work- 


ities, 


ers are already covered. 
Excerpts from an address before Connecticut 
Trust Conference, May 9, 1950. 
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ROGER F. MURRAY 


Vice President. Bankers Trust Company, New York 


In a study of this subject a few 
months find many 
large groups of employees logically to 
be included among the near-term pros- 
pects for industrial pensions apart from 
those currently publicized in wage nego- 
tiations. We concluded that the great 
impetus given to pensions by the Steel 
Industry Board report might result in 
the coverage of perhaps an additional 
5.000.000 employees during 1950. This 
is a large group. but is only a fraction 


of the 


ago. we did not 


total labor force. 

The 

Translating this into additions to the 
amount of funds seeking investment, we 
have estimated that the near-term effects 
range of $400 to $700 
million a $500 


reasonable figure to use for the current 


Capital Markets 


will be in the 
vear. with million a 
vear’s extra growth. If, as we have esti- 
mated. about $1.2 billion was added to 
insured and trusteed pension funds in 
1949, the annual rate of growth would 
billion in 


become about $1.7 nine to 


twelve months from now. 

Whether 
a vear available for 
sured and trusteed pension plans _ will 
have an important influence on the capi- 
tal markets will depend upon the pre- 
At present it appears 


an additional $500 million 


investment in in- 


vailing situation. 
that the volume of new corporate se- 
curity 1950 
than in 1949. New issues of preferred 
and common stocks may equal or ex- 
ceed the totals of last year, but it seems 
probable that in the bond category there 
will again be a decline in the amount 


issues will be smaller in 


of new money borrowed. 


In view of the expectation that funds 
in the hands of savings institutions (i.e.. 
principally life insurance companies, 
savings banks, and savings and loan as- 
sociations) will be larger than a year 
ago, one might anticipate that the re- 
duced volume of corporate offerings 
would result in a downward pressure on 
long-term interest rates. The trend of 


contract awards and the figures for new 
residential starts, however, indicate 
that the high level of residential con- 
struction will be continued during most 
of the rest of the year at least. On the 
basis of present prospects, therefore. it 
seems entirely possible that the net in- 
crease in urban real estate mortgages 
will provide an offset for the decline in 
new corporate bond financing. A larger 
volume of state and local government 
financing will also provide additional 
investment outlets. Since savings insti- 
tutions and pension funds do not need 
tax exemption, however. it appears that 
their principal interest will be in public 
authority and revenue bonds in cases 
where the yields are competitive with 
long-term corporate bonds. 

Taking into account the prospective 
increase in insured and trusteed pension 
plans, therefore, the outlook for the 
balance of this year and the early 
months of 1951 can be summarized in 
these terms: The supply of funds avail- 
able for investment in the hands of in- 
stitutional investors and trusteed pen- 
sion funds will be somewhat larger than 
a vear ago. With new corporate issues, 
urban real estate mortgages, and state 
and local financing showing about the 
same increase in aggregate volume. we 
can perhaps conclude that the rate of 
liquidation of institutional holdings of 
U. S. Government securities ill be 
smaller than it was last year and. of 
course, only a fraction of the 1948 rate 
of liquidation. 


Importance of Mortgages 


In this rough balance between the 
supply of funds in the hands of insti- 
tutional investors and the demand for 
new capital for public and private pro- 
jects, we should observe the great im- 
portance of urban real estate mortgages. 
During 1949 an amount equivalent to 
two-thirds of the increase in invested 
assets of life insurance companies, sav- 
ings and loan associations, and mutual 
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savings banks found an outlet in the 
net increase in their mortgage portfolios. 
The amount of urban mortgage debt has 
practically doubled since the end of 
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the close of business June 2, 1950. 


KENNETH H. HANNAN, 


Secretary 
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SOUTHERN CALIFORNIA 
EDISON COMPANY 


preferred dividends 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 164 


CUMULATIVE PREFERRED 
STOCK 4.32% SERIES 
DIVIDEND NO. 13 


CUMULATIVE PREFERRED 
STOCK 4.08% SERIES 
DIVIDEND NO. 1 


The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 

50 cents per share on Original 
Preferred Stock, payable June 30, 
1950, to stockholders of record on 
June 5, 1950. 

27 cents per share on Cumulative 
Preferred Stock, 4.32% Series, 
payable June 30, 1950, to stock- 
holders of record on June 5, 1950. 


An initial dividend of 3.4 cents 
per share was also declared by the 
Board of Directors on the new 
series of 4.08% Cumulative Pre- 
ferred Stock, payable August 31, 
1950, to stockholders of record 
August 5, 1950, representing the 
accrued dividend for the period 
May 19, 1950 (date of issue) to 
and including May 31, 1950. 


T. J. GAMBI', Secretary 
May 16, 1950 
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1945, and it seems to me that we can be 
reasonably confident that this rate of 
real estate credit expansion will not be 
continued indefinitely. Last year the in- 
crease in mortgage debt was probably 
in the neighborhood of $7 billion, of 
which $4.3 billion was represented by 
the increase in home mortgages. It is 
not difficult to visualize a year in the 
near future when the net increase in 
mortgage debt would amount to only 
one-half of this figure or less. A real 
problem could be created, since the flow 
of funds into savings institutions is 
likely to be much better maintained 
over a period of years than the volume 
of new mortgage loans available. 

In looking at the longer range pros- 
pects for the capital markets. therefore, 
the principal question appears to be 
what will take the place of part of the 
volume of mortgage lending after the 
next few that 
there are three major possibilities. First, 
there are likely to be large amounts of 
the obligations of service-fee-supported 
public authorities and revenue projects, 
along with publie housing authorities 
and perhaps new kinds of government 
corporations. Even though the tax ex- 
emption feature does not attract savings 
institutions, they can continue to be 
substantial investors in such public en- 


years. It seems to me 


terprises. 

A second reliable outlet for funds is, 
of course, financing the Federal Govern- 
ment’s deficit or refunding portions of 
the present short-term debt. We should 
respect very highly the ability of the 
Federal Reserve System and the Treas- 
ury to supply long-term bonds if any 
dearth of investment outlets should 
threaten to appear. This would, of 
course, involve a very important reduc- 
tion in rate of return as compared with 
mortgage and real estate investments, 
and would aggravate some of the al- 
ready serious consequences of easy 
money policies. 

Equities a Possibility 

A third possibility is preferred and 
common stocks. These investment media 
have been receiving more favorable 
consideration during recent years, pri- 
marily because of the higher rate of 
return as compared with bond invest- 
ments. It may prove that this problem 
of earning a reasonable return will be 
the decisive factor in channeling more 
institutional savings into preferred and 
common stocks. 

Perhaps a reasonable conclusion is 
that the gap created by a declining 
volume of real estate mortgages will be 


filled by a combination of public se- 
curities, including U. S. Treasury obli- 
gations, and equities. The combined 
rate of return would not be out of line 





CELANESE 


CORPORATION OF AMERICA | 
180 Madison Avenue, New York 16, N. Y. 


HE Board of Directors has this day 
declared the following dividends: 
FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.18% per 
share, payable July 1, 1950 to 
holders of record at the close of busi- 
ness June 2, 1950. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable July 1, 1950 to holders of 
record at the close of business June 
2, 1950. 

COMMON STOCK 
60 cents per share, payable June 
23, 1950 to holders of record at the 
close of business June 2, 1950. 


R. O. GILBERT 


Secretary 


. May 23, 1950. 
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Mining and Manufacturing 
Phosphate @ Potash e Fertilizer @ Chemicals 
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Dividends were declared by the 
Board of Directors on 
May 25, 1950, as follows: 


4% Cumulative Preferred Stock 
33rd Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Seventy Cents (70c) per share. 


Both dividends are payable June 30, 
1950, to stockholders of record at the 
close of business June 16, 1950. 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer | 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION i 


General Offices: 20 North Wacker Drive, Chicago 6 | 
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with required investment earnings. Ex- 
cept in trusteed pension plans, where 
investment policies can be quite flexible, 
however, real problems exist in opening 
the equity markets to institutional in- 
vestors. Problems of valuation will have 
to be solved in the case of life insur- 
ance companies, and there are also difh- 
culties in separating ownership from 
control of business enterprises. Under 
the circumstances we can hardly expect 
to see such radical changes in institu- 
tional investment practices in the near 
future. 


Thus, we may conclude that, as in 
the past. there will be some gradual 
changes in the types of investments 
made by the principal savings institu- 
tions and pension funds. It seems doubt- 
ful, however, that the volume of funds 
in their hands will expand so rapidly as 
to cause a major alteration of the trends 
which might otherwise prevail in the 
capital markets. 


There is a general basis for this be- 
lief to be found in the long-run behavior 
of personal savings. The growing ten- 
dency for individuals to turn over their 
savings to investing institutions rather 
than to make direct investments them- 
selves has been operating for many 
years and will be reinforced by the 
further extension of private pension 
plans. Although our statistics are not 
altogether satisfactory, however, it ap- 
pears that over a period of several dec- 
ades people tend to add to their liquid 
savings a fairly fixed percentage of 
their disposable incomes, except in years 
affected by wars or depressions. This 
tendency suggests that the growth in 
volume of new pension fund investments 
will be balanced, in part at least, by a 
shifting away from other forms of 
liquid savings. It seems sensible to ex- 
pect, for example, that private pensions 
will cause some decline in the volume 
of individual annuity contracts which 
the life insurance companies may under- 
write. 


Drastic Change Doubtful 


These observations suggest that in- 
dustrial pensions are not likely to cause 
drastic changes in the capital markets. 
but they may well accelerate trends 
which are operating at a moderate pace. 
Ultimately, we may see less rigid walls 
between the various segments of the 
capital markets. This compartmentaliza- 
tion has been emphasized in recent 
years, with the savings institutions leav- 
ing only the equity markets free from 
the influence of their resources. Perhaps 


June 1950 


we can look to a period ahead when 
such funds will flow more freely in all 
directions. This is not a near-term pros- 
pect, but it will be part of the gradual 
adjustment of our capital markets to a 
changing situation. 

In any event, we can, | think, calm 
our fears of vanishing interest rates and 
unbridled government deficits. Can we 
feel equally reassured about the future 
price level? 

In the production of goods and ser- 
vices, employer pension contributions 
are a cost similar to wages and salaries. 
Whether the payments go to public or 
private programs, the result is an in- 
creased cost which ultimately will be 








largely shifted to the public in the form 
of higher prices. When the bargaining 
power of the employee is strong, any 
contribution he may make is likely to 
be shifted to his employer, and from 
there to the public through price in- 
creases. This process can, of course, lead 
to economic stagnation or substantially 
reduce the purchasing power of the 
promised pensions. 

Fortunately, this need not be the re- 
sult. For example, the record shows that 
during the last 40 years it has been 
possible to reduce the work week by 
over 20‘ while more than doubling 
real weekly wages. If we can make com- 
parable progress in the future we can 
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“Experience is the child 
of Thought, and Thought 


is the child of Action...” 


Disraeli 





Investment problems of individuals and in- 
stitutions differ. However, the approach to 
their solution remains the same: viewing the 
specific problem from every angle and de- 
termining a course of action from a con- 
sidered assessment of the whole. 


This approach to the varied objectives of 
our many clients has proved its effectiveness 
over the years. It has been accomplished by 
a scrupulous attention to market trends and 
economic factors that play their part in in- 
fluencing those trends. Moreover, this 
knowledge is buttressed by our experience in 
the daily handling of a large volume of 
transactions. 


Such a continuing devotion to the prin- 
ciple of thoroughness is, we believe, of real 
value to investors with a planned goal in 
view. Should you be among this group, we 
will welcome the opportunity of serving you 
faithfully and well. 





R. W. Pressprich & Co. 


48 Wall Street 
NEW YORK 5 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY AND INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES - INVESTMENT STOCKS 
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FULLY 
ADMINISTERED 
SHARES 


A Balanced Fund 


* 


GENERAL BOND 
SHARES 


A Good-Grade 
Diversified Bond Fund 


* 


INSTITUTIONAL 
BOND SHARES 


A High-Grade Bond Fund 
oe 


ALL THREE ARE 
CLASSES OF 


GROUP SECURITIES, INC. 


Incorporcted 1933 


For Prospectus and other 
information on Group 
Securities, write to your 
investment dealer or 


DISTRIBUTORS GROUP, 


INC. 
63 Wall Street, 
New York 5, N. Y. 





absorb pension costs from our gains. 
Either prices will not be reduced as 
much or wages will be increased less 
than would otherwise be the case. But 
either of these consequences is consist- 
ent with economic progress. just so long 
as there remain significant unpledged 
gains to act as an incentive for further 
development. It is this increasing pro- 
ductivity which must be the measure of 
our ability to provide both incentives 
and old age security. 


Can Be Stabilizing Influence 


The process of establishing these pen- 
sions or who are keenly aware that they 
will receive them in due course. These 
people have a vested interest in the 
kind of economic progress and in the 
sound public policies which will pre- 
serve the purchasing power of their re- 
tirement incomes. The provision of 
reasonable pensions to large groups on 
the basis of their earnings can, there- 
fore. prove a constructive and _ stabiliz- 
ing influence in the economy. 

{ doubt, however. that these people 
fully understand the issues. | do not 
believe they realize that if we fail to 
maintain our productivity gains over 
the years. or if we pledge them over 
and over again for other purposes. there 
can be only one consequence in the long 
run. We shall have issued too many 
claims against our goods and _ services 
relative to the capacity or willingness 
of our economy to produce them. The 


escape from this situation is to dilute 


the value of the claims. To issue pension 


promises in terms of dollars of contin- 
uously depreciating value is a kind of 
fraud and deceit. in which none of us 
would willingly collaborate. 


Will these basic truths be recognized 
or will they be disregarded? This is the 
raised in our 


fundamental question 


concern over old age pensions. The 
answer will depend upon how effective- 
ly we. as citizens and as bankers. can 


do our job of economic education, 


Mutual Fund for Appreciation 


Pell. deVegh Mutual Fund. Ine.. has 
been organized as an investment com- 
pany designed to meet the requirements 
of investors who are primarily interests 
in long-term capital appreciation. The 
prospectus indicates that the subscrip- 
tion price is the net asset value per 
there 
underwriting commission. 


share. being no sales load or 


The Fund has contracted with Pell. 
deVegh & Co. of New York for invest- 
ment management. research and super- 
vision. for a fee of 1s of 1‘) per annum 
of the average net asset value of the 
Fund. with an additional like amount 
each year if and as long as the invest- 
ment performance exceeds by 2‘« per 
annum. cumulatively. the results that 
could have been obtained by investing 
in the common stocks which make up 
the Dow-Jones Average of 30 Industrial 


Common Stocks. 


THE LORD-ABBETT 
INVESTMENT COMPANIES 


AFFILIATED FUND, INC. 


AMERICAN BUSINESS SHARES, INC. 


Prospectuses on request from 


your investment dealer or 


LorbD, ABBETT & Co. 





63 Wall Street, New York 
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HENRY ANSBACHER LONG INDEX OF MUTUAL INVESTMENT COMPANIES 


















































Reference should be made to the introduc- I 6 . a = . ” a 
tory article, July 1949, outlining the inter- || 2/31/35 |12/30/39to5/31/50| 5/31/50 |Last 12 mo. Div. %) 5/31/50 | 5.yr. Avg. 
pretation of the figures. The complete index — Prin. Less Investment 
back to 1935 appears quarterly. — Editor’s 5 Principal Invest. Cap. | Cum. Cap. “1 
Note. Principal Low High Principal Inc. Distr. | Distr. (Bid) Income % 
BALANCED FUNDS 
American Business Shares — 65.9 170.1 139.4 4.61 = 111.0 3.70 
I, I etc ecceeccccen ania 71.4 189.3 +167.2 4.14 80 +143.0 3.63 
Axe-Houghton “B” = 83.1 213.7 188.0 4.03 2.58 151.5 3.10 
Boston Fund ey Pe 103.1 | 60.2 164.8 150.6 3.79 1.29 130.0 3.71 
Commonwealth Investment ese - 106.3 73.5 199.2 183.2 4.05 .83 158.4 3.07 
Eaton & Howard Balanced . 114.5 73.6 157.0 157.0 4.07 a 148.7 3.52 
Fully Administered Shares (Group Securities) | — | 69.4 156.6 +133.7 4.08 32 7112.5 3.27 
General Investors Trust wal 110.0 | 65.2 184.7 115.8 5.34 1.15 99.6 4.92 
Investors Mutual Se RRe rere —_ 73.5 151.7 143.0 4.38 57 121.7 3.73 
Johnston Mutual Fund : peel = — = 149.8 4.44 23 148.4 — 
Nation-wide Securities** — __- aoe 102.6 59.6 183.2 126.2 4.54 21 105.7 3.78 
Nesbett Fund gee ee ax ss +136.0 4.56 me 7134.6 —- 
George Putnam Fund isthe — 69.2 130.6 126.4 4.09 .78 110.5 3.44 
Mutual Fund of Boston**** : eee _— cae 155.0 142.3 3.73 — 137.3 3.34 
Scudder Stevens & Clark . ee 97.4 80.9 147.7 138.9 3.88 85 126.2 3.48 
Wellington Fund 105.2 75.0 154.1 147.5 4.04 1.14 119.4 3.11 
Whitehall Fund — a = 164.1 4.11 13 161.7 — 
Wisconsin Investment***® ____ ees — 65.1 219.4 196.4 3.61 2.28 147.7 2.22 
AVERAGE: BALANCED FUNDS 105.6 70.8 161.2 147.6 4.23 .88 126.8 | 3.56 
STOCK FUNDS 
Affliated Fund*** — 50.2 224.9 171.6 6.45 — 115.8 4.33 
Broad Street Investing Corp. Sn Oe re ee 109.9 60.1 198.8 164.1 5.19 — 139.8 4.25 
Bullock Fund | 409.8 61.0 171.2 +154.5 4.68 35 7134.3 3.59 
Delaware Fund sa 76.1 172.8 150.3 4.19 3.04 84.7 2.81 
Diversified Investment Fund (N.Y. Stocks) ***| —_ ail 150.8 +1222 5.50 — 4115.7 5.56 
Dividend Shares 109.0 62.1 151.6 142.7 4.48 1.01 122.1 3.68 
Eaton & Howard Stock 107.1 62.6 170.0 170.0 4.05 2.63 151.4 3:37 
Fidelity Fund —_ sna 177.5 175.8 4.64 54 157.0 4.13 
First Mutual Trust Fund = 59.2 127.2 92.7 4.76 _— 71.5 3.41 
Fundamental Investors 105.2 64.8 206.5 197.0 4.33 58 172.3 3.23 
Incorporated Investors 103.6 63.9 219.8 179.3 5.60 — 145.7 4.43 
Institutional Shares (Stock & Bond Group) — — 174.4 138.4 4.63 2.94 113.5 = 
Investment Co. of America _ 69.0 192.2 164.8 3.99 3.46 122.5 3.52 
Investors Management Fund 107.7 | 67.7 179.1 176.4 4.86 1.49 147.6 3.57 
Knickerbocker Fund — | 598 126.2 103.6 3.96 3.10 70.7 3.55 
Loomis-Sayles Mutual Fund sani 12.4 | 742 188.6 171.5 2.58 3.90 122.9 2.81 
Loomis-Sayles Second Fund 88.3 71.3 184.5 170.1 2.92 4.90 139.6 2.99 
Massachusetts Investors Trust 110.7 59.7 151.1 140.4 4.91 — 135.1 4.43 
Massachusetts Investors 2nd Fund 114.2 57.4 171.8 +154.0 3.97 ane 7130.5 3.57 
Mutual Investment Fund 129.7 56.1 168.5 140.4 3.63 1 i j 132.5 3.15 
National Investors = 60.7 220.3 188.1 4.03 1.31 161.6 3.38 
National Securities — Income*** = 66.0 185.1 + 94.0 5.93 — + 83.5 5.90 
New England Fund 117.4 61.4 134.4 132.9 4.43 56 121.0 3.69 
Selected American Shares 123.8 60.9 172.2 143.6 5.04 — 120.4 3:73 
Sovereign Investors — 62.5 123.4 108.0 4.88 1.38 84.7 3.13 
State Street Investment Corp. 92.8 60.7 185.3 184.7 3.47 4.89 139.2 3.01 
Wall Street Investing Corp. —_ = — 173.2 3.76 — 173.2 | — 
AVERAGE: STOCK FUNDS 106.8 63.4 171.9 154.9 4.29 2.23 | 127.0 3.51 
90 STOCK INDEX (Standard & Poor’s) 106.7 59.3 152.9 149.1 — a _ _ 
| CONSUMERS PRICE INDEX (B.LS.) — ns 99.6 174.5 _ — — | a ie 








Base index number of 100 is the offering price on Dec. 30, 1939. 
COL. 6. 7. and 16 arrived at as follows: To the bid prices at the respective dates indicated are added all capital distributions to such 
date and the resultant sum is divided by the 1939 base offering price. 
COL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 
INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and interest 
on their portfolio securities (excluding all capital distributions). 
COL. 17 represents figure obtained by dividing such dividends accruing over the annual period ending with the stated date by the 
average of the twelve month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of distribution, if any, from capital gains or any other 
sources, for the current annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 
age of all those stock or balanced funds in existence at the time. 








¢ Principal index begins after 1939 base date. 
. +Ex-dividend current month. 


***Not included in balanced or stock average. 
**Became balanced fund in 1945. ****Name changed from Russell Berg Fund. 
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Only STEEL can do so many jobs 
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CHILDREN ARE SAFER. And so are pets, when good- 
looking, strong steel fence gently restrains them 
from giving way to wanderlust. United States Steel 
specializes in fence . . . all kinds. . . from famous 

‘S‘S American Fence for farm, ranch, zoo and 
garden to equally famous Cyclone Fence for estate, 
factory, airport, school and other public property. 


FAMOUS CABLES. Since their very beginning, a plant that has long been 
a part of United States Steel, furnished the Tiger Brand Wire Rope 
cables for San Francisco’s beloved cable cars. Meanwhile, U. S. Steel 
has helped San Francisco and all America grow through the years... 
by supplying the steel that is the backbone of our nation, the steel 
that is helping, beyond all other materials, to build a better America. 









PILFER-PROOF PACKAGES. One of the best protections against pilfering yet devised is 
to strap packages securely with tough U-S’S Gerrard Steel Strapping. Then they’ll 
~ travel safely the world over, whether they weigh only a few pounds or many tons. 
The strapping machine in the picture, developed by United States Steel, ties, twists 
and cuts the sturdy steel straps all at the same time, merely by the flip of a handle. 


UNITED STATES STEEL CORPORATION of DELAWARE, 436 Seventh Ave., Pittsburgh 30, Pa. AMERICAN BRIDGE COMPANY « AMERICAN STEEL & WIRE COMPANY and CYCLONE FENCE 
NATIONAL TUBE COMPANY « OIL WELL SUPPLY COMPANY * TENNESSEE COAL, IRON & RAILROAD COMPANY * UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT 
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SO well... 


GUTTERS GO ON FOREVER. After he fin- 
ishes installing these gutters and down- 
spouts, this home owner will never have 
to paint or repair them. For they’re 
made from U°S°S 18-8 Stainless Steel 

. rust-proof as well as handsome in 
appearance. First cost is final cost. 
U S. Steel provides stainless steel for 
many products (from auto trim to kitch- 
en sinks) that last longer, save you money. 


HANG A ROOM IN MID-AIR. Quietest spot in the world is this room designed 
by engineers of the Bell Telephone Laboratories for scientific study of sound. 
The ingenious steel cable floor which lets sound waves pass through to be 
absorbed below, utilizes specially matched U-S‘S American Quality Springs, 
(inset) developed by U.S. Steel to give just the right tension to each cable. 


... and this labekis your guide to quality steel 


UNITED STATES STEEL 
Helping o Pui y, ay ae 


DIVISION * CARNEGIE-ILLINOIS STEEL CORPORATION « COLUMBIA STEEL COMPANY « CONSOLIDATED WESTERN STEEL CORPORATION * GERRARD STEEL STRAPPING COMPANY 
COMPANY ¢ UNITED STATES STEEL PRODUCTS COMPANY + UNITED STATES STEEL SUPPLY COMPANY ¢ UNIVERSAL ATLAS CEMENT COMPANY « VIRGINIA BRIDGE COMPANY 





} May rustees ; a in 
Investment Trusts? 


66 HERE would seem to be a defi- 

nite trend on the part of the 
courts, Legislatures, lawyers and fidu- 
ciaries to recognize shares of open-end* 
investment trusts as proper investments 
for trustees” operating under the pru- 
dent man rule or a discretionary instru- 
ment, provided the path charted by the 
prudent man rule is followed, accord- 
ing to William H. Dillon, member of 
the Chicago Bar. Speaking before the 
annual meeting of the trust Division of 
the Illinois Bankers Association on 
April 27, Mr. Dillon, who is immediate 
past chairman of the Section of Real 
Property, Probate and Trust Law of the 
American Bar Association, reached this 
conclusion after a review of recent de- 
velopments in this field. 


These developments have been cov- 
ered by articles and case reports in 
Trusts AND EstTATEs, graciously cited 
by Mr. Dillon. They include the five- 
article series (subsequently published 
in book form in 1947) by Alec B. Stev- 
enson under the title “Investment Com- 
pany Shares,” and the same author’s 
recent article (April, 1950, p. 228) 
bringing the background down to date. 
The latter was devoted mainly to a sur- 
vey conducted by Scudder, Stevens and 
Clark which revealed that “trustees in 
increasing numbers are using such 
shares for trust investments.” Mr. Dillon 
urged his audience to study the findings 
of this survey. 

Referring to a letter written on be- 
half of the Probate Judges of Massa- 
chusetts in 1948 (see Feb. 1948 T.&E., 
p. 157), Mr. Dillon remarked that “I 
would be greatly surprised and shocked 
if the Massachusetts Court did not ap- 
prove shares in open-end investment 
trusts as proper investments for trus- 
tees, provided the prudent man rule was 
fully adhered to in the making of the 
investment.” 


Trend to Liberality 


Legislation throughout the country 
liberalizing trust investment law is be- 
ing reflected in the textbooks. Professor 


*This discussion was confined to mutual funds 
but applies as well to closed-end companies. 
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Scott made no mention of investment 
trust shares in his original work pub- 
lished a decade ago but the pocket sup- 


“ 


plement states that the matter is “in 
most States an undecided question.” 
While the author expresses no opinion 
on the propriety of such investments, the 
fact that he now mentions the question 
is, Mr. Dillon observes, evidence of a 
trend. 


Quoting from several of Mayo A. 
Shattuck’s writings on the topic,+ Mr. 
Dillon selected this passage from a re- 
cent monograph accompanying — the 
“Proposed Amendment to the Model 
Prudent Man Statute,” referred to on 
the next page. 

“Indeed, it seems certain that the dem- 
onstrated virtues of this modern type of 
investment are destined to compel legal 
sanction of proper purchases by American 
fiduciaries. Such a _ prospect exists, of 
course, only in States where the prevail- 
ing law is based upon the Prudent Man 
theory, or, alternatively, where special au- 
thorizations are granted to the trustee by 
the terms of his governing instrument 
or by the local statutes. But, since the 
number of States adhering to the Prudent 
Man Rule is constantly increasing, and 
the proportion of instruments containing 
broad powers is growing constantly great- 
er, one may properly expect the law to 
develop rapidly in this particular 
There has been no reported case, from a 
court of last resort, in which a trustee has 
been criticized or surcharged for the mak- 
ing or retention of investments of this 
nature. Quite to the contrary, extensive 
correspondence with men active in the 
trust field leads me to believe that pro- 
bate and trust accounts are constantly be- 
ing allowed in Prudent Man Rule States 
which contain investments in shares of in- 
vestment companies and trusts. There is, 
in short, accumulating evidence that the 
tide has turned and is running strongly 
in favor of making available to American 
fiduciaries this type of modern investment 
security.” 


A Security 
Turning to Illinois, Mr. Dillon de- 
clared that the question has not yet been 
presented to any court there, but that 
trust examiners in the State Banking 
Department make no objection when 
they find investment trust shares in the 


tShattuck Revision of Loring’s ‘“‘A Trustee’s 
Handbook ;’”’ and article in 25 Boston Univ. Law 
Review 1. 


portfolio of a trust, provided that in- 
vestment meets the tests of the Prudent 
Man Rule which has been adopted in 
Illinois. Noting the words “every kind 
of investment” permitted under that 
statute, Mr. Dillon said “I do not believe 
anyone will deny that investment trust 
shares fall within that term.” Continu- 
ing he commented: 


“It is important to remember, how- 
ever, (1) that the PrudentseMan Rule 
does not abrogate the rule that prohibits 
a trustee from delegating his duties and 
discretion to another, (2) that the Pru- 
dent Man Rule does not abrogate the 
rule against commingling, and (3) that 
although a general class of investments 
may be included in the wording of the 
statute, the particular investment must 


be one which men of prudence, discre- 
tion and intelligence in the community 
would acquire for their own account, 


not for the sake of speculation, but for 
the permanent their 
funds, considering the probable income 
as well as the probable safety of their 
capital. 


disposition of 


“Does a trustee in purchasing shares 
in an investment trust violate the rule 
against delegation? Valid arguments 
can be made on both sides of this ques- 
tion, and it is impossible to foretell how 
the Illinois courts will answer the ques- 
tion when it is presented to them. 
banks and 
large corporations 
stocks undoubtedly meet the 
Prudent Man test carry large invest- 
ment portfolios. What is the difference 
between investing in the stocks of these 


“Insurance 
many 


companies, 
industrial 
whose 


corporations and investing in shares of 
open-end investment trusts insofar as 
the question of delegation is concerned? 
There may be some difference, but to 
my mind it is a difference without a 
distinction. But until the question is 
definitely decided, the danger exists and 
if the court should hold that the rule 
against delegation has been violated, 
you will be required to pay the amount 
invested plus interest thereon from the 
date of the investment, less any divi- 
dends collected, and you will be per- 
mitted to keep the shares for your own 


TRUSTS AND ESTATES 





indiv 
be ir 
effect 
econe 
result 


veste 


to ru 


again 


“| 
folloy 
nois 
an in 
gatio 
actiol 
choic 
woul 
myse 
that 
be 0 
On tl 
seek 
he sh 
of an 
to ae 
migh 
in th 
in th 
derg. 
and 
that 
“| 
thou; 
CISIO! 
that 
prop 
decis 
inves 
You 
forth 
Pruc 
and 
imp 


Pr 
A 


Ar 
Man 
May 
draft 
amo: 
ment 
open 
type 
trust 
vest 
time 


June 


individual account. The court will not 
be interested in any argument to the 
effect that because of general market or 
economic conditions the loss would have 
resulted, no matter how you had _ in- 
vested the funds. 

“If the 
investment 
trust does not violate the rule against 
delegation, then it would seem to me 


hold 


investment 


court should that an 


in shares of an 


that the court would necessarily have 
to rule that it is no violation of the rule 


against commingling. 
Favors Shares but Cautions 


“! can best state my feeling in the 
following manner: If a trustee in Illi- 
nois has already invested in shares of 
an investment trust and if he faces liti- 
gation seeking to surcharge him for his 
action in that regard, and if I had the 
choice as to which of the two parties | 
would prefer to represent. | would put 
myself on the side of the trustee. feeling 
that thereby | would be more likely to 
be on the successful side of the case. 
On the other hand. if a trustee were to 
seek my advice as to whether or not 
he should make an investment in shares 
of an investment trust. | would be loath 
to advise him to do so, as that trustee 
might turn out to be the guinea pig 
in the case that will decide the question 
in this state. A guinea pig always un- 
dergoes mental and physical suffering 
and | would dislike very much to inflict 
that on anyone who had consulted me. 

“| beg you to keep in mind that even 
though there should eventually be a de- 
cision in a court of review in Illinois 
that 
proper investments for trustees, such a 


shares in investment trusts are 
decision will not constitute a license to 
invest in such shares indiscriminately. 
You will still be faced with the test set 


forth in the Man Rule. The 


Prudent Man Rule provides elasticity 


Prudent 
and freedom of action. but it likewise 


imposes responsibilities.” 
A A A 


Propose Prudent Man Rule 
Amendent for Investment 
Trust Shares 
An amendment to the Model Prudent 
Man Statute has been prepared by 
Mayo A. Shattuck, Boston attorney and 
draftsman of the original act, to include 
among the permissible types of invest- 
ment by a fiduciary “securities of any 
open-end — or management 
type investment company or investment 
trust registered under the Federal In- 
vestment Company Act of 1940, as from 
time to time amended.” 


. 


closed-end 
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The change is being sponsored by a 
Committee on Arrangements represent- 
ing some of the leading funds and com- 
panies in the field, under the chair- 
manship of Robert L. Osgood who is 
vice president of Boston Fund, Inc. In 
a pamphlet issued by the Committee, it 
is stated that institutional as well as in- 
dividual fiduciaries are making increas- 
ing use of investment company securi- 
ties but that further use is hampered by 
reason of the absence of statutory au- 
thority. Mr. Osgood points out in the 
foreword that the of common 
trust fund operation for small accounts 
are not available to fiduciaries 
and that the present legislative proposal 
would provide them a wider choice. 


virtues 


many 


The booklet contains a comprehensive 
comment by Mr. Shattuck on the sug- 
gested amendment. in which he traces 
the origin and growth of the Prudent 
Man Statute. the need for an investment 
medium for small trusts and develop- 
ments respecting investment trusts. 





Dividends Grew in Decade 


Since 1944 total cash dividends dis- 
bursed on common stocks listed on the 
New York Stock Exchange have _in- 
creased by more than $2 billion, or 
90.5'7, according to The Exchange. In 
the early 40’s aggregate dividend in- 
creases were slight, but except in 1942 
there has been an increase in each of 
the last 10 years. In only two years of 
the 1940’s were stocks bid up to levels 
where the average yield for all divi- 
dend-paying stocks on the Exchange, 
was less than 5% : In 1945 it was 3.6% ; 
in 1946, 4.8, in 
prices at the year-end. 


both cases based on 


Part of the gain resulted from stocks 
admitted to the Exchange’s list since 
1944, but the total of those shares was 
slight in comparison with aggregate 
listings. By far the greater part of the 
$2 billion represented higher per share 
payments by old-established, seasoned 
stocks, 
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Suggestion for Lawyers 


FRANK R. HURLBUTT 


This new booklet explains why more and 
more lawyers are providing for Mutual Fund 
investing in many estates, as an answer to 
increasing taxation and changing economic 
conditions. It describes how wills and trusts 
may be drawn, and in some cases amended, 
to allow trustees the broader investment 
powers necessary to utilize Mutual Funds to 


Write today for your free copy. 


MUTUAL FUNDS DEPARTMENT 


‘Recommendations based solely on your needs” 


KIDDER, PEABODY ®& CO. 


10 East 45TH Street, New York 17. MURray Hitt 2-7190 




















The Capitalabor Team 


Chrysler Strike Cost 
Incalculable Millions 


When Chrysler assembly lines started 
moving again in May after 100-day idle- 
ness, it marked the end of what was prob- 
ably the costliest strike that ever hit the 
motor industry. Not only did the com- 
pany lose a calculable $1,782,790 as com- 
pared with a net profit of $13,731,583 for 
the first quarter of 1949, but some losses 


Missouri‘s 
Largest 


Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 





may be refiected in the buying habits of 
consumers for years to come. People who 
could not wait for the cars to come off 
the idle line may well have switched 
permanently to other makes. Dealer dis- 
satisfaction was shown when discouraged 
Chrysler dealers sought franchises with 
other companies. Heaviest immediate im- 
pact was in Detroit itself where in addi- 
tion to the 90,000 idle Chrysler workers, 
another 50,000 in supplier plants were 
affected. Department store sales were off 
50% as compared with the year before 
and bank deposits dropped $45.7 million 
from Dec. 30, 1949 to April 24, 1950. 


Bootstraps In Muskegon 


Black days of drastic unemployment 
are over for Muskegon, Mich., as a result 
in large measure, of team work by labor 
and management. The city which had a 
pre-war population of 94,000 with 16,000 
employed, soared to 130,000 and 35,000 
employed in war days, according to Bus- 
iness Week. With inventory recession and 
disastrous strikes last year employment 
hit a low of 17,600, relief cases reached 
2,200, and the government labelled the 
situation “distress.” Today’s Muskegon’s 
employment roles number 24,000 and only 
one in six is unemployed — not too good, 
but not bad. There are no strikes in 
Muskegon now. 


Leaves All to Employer 


As “partial repayment for his many 
kindnesses, courtesies and financial as- 
sistance,” Conrad S. Weimar, President 
of the Weimar Coal Co., Elizabeth, N. J., 
was recently left the entire estate of 
Michael Andreiczyk, a former employee. 
The testator had been employed by Mr. 
Weimar for 25 years prior to his death 
at 71 in the middle of May. The estate is 
believed to be of nominal value. 


Poll Of Employee Attitudes 


In order to find out “whether we are 
on the right track in our general person- 
nel policies and practices; and to show 
up any soft spots — weaknesses to be 
corrected, misunderstandings to be clear- 
ed up, things overlooked and needing at- 
tention,” Pitney-Bowes conducted a care. 
fully anonymous employee poll on sub- 
jects such as pay, profits, opportunity, 
security, work conditions, etc. Results of 
the poll were reported back to the em- 
ployees with management comment and 
without criticism. Mechanics of the poll 
were handled by experts of Dartmouth 
College’s Tuck School, and covered all 
2,485 employees of whom 2,197, or 88.9% 
responded. 

The poll was made up of some 85 
easily understood questions ranging from, 
“Do you think the company selects the 
best quality people for promotion?” to 
“Ts your lunch period satisfactory?” The 
question that capped the poll was, “Gen- 
erally speaking how does Pitney-Bowes 
compare as a place to work with other 
companies you know about or have work- 
ed for?” Answers to this were: less than 
half a per cent each for “One of the 
Worst,” and “Worse than average’: 8% 
for “Just average;” 33% for “Better 
than average;” and 58% for “One of the 
best.” 

President Walter H. Wheeler, in his 
forword to the report, said, “It has given 
us a valuable instrument for maintaining 
and improving teamwork in this company 
of ours, and I am very grateful to all of 
you.” 


Private Co. Employees 
Vs. Government Work 

More than $270 million is paid yearly 
to 100,000 government employees just to 
store and issue supplies. One agency 
keeps on hand enough fluorescent bulbs to 
last 93 years. Another has enough ruled 
paper to last until the year 2118. A third 
agency has enough loose leaf binders to 
see them through to the year 2197. These 
are some of the facts unearthed by the 
Hoover Commission on Reorganization of 
the Executive Branch of the Government. 








Virginia’s Foremost Bank 

Since 1865 is thoroughly 

equipped to act in any 
fiduciary capacity. 


FIRST AND MERCHANTS 


National Bank of Richmond 
Virginia’s Foremost Bank Since 1865 


Member Federal Deposit Insurance Corporation 





TRUSTS AND ESTATES 








Wh 
fina 


Is § 


pro 
reg 
it i 
wee 
hap 
lars 
run 
spo 
cau 
20 

reg 
tens 
90‘ 
a fe 


| 
star 
ing 
to 
den 
inse 
stat 
a f 
fam 
new 
mer 
rep) 
met 
thei 
for 
and 
spec 
it b 
enr¢ 
mer 
spe 
grot 


_— 


*S 


Jun 





uth 


85 
om, 
the 

to 
The 
en- 
wes 
her 
yrk- 
han 
the 
8% 
tter 
the 


his 
ven 
‘ing 
any 
| of 


rly 
t to 
ney 
s to 
iled 
iird 
3 to 
1ese 
the 
n of 
ent. 





MEN’S 


FINANCE FORUM 





ae 


When the First National Bank of Minneapolis decided that if women were interested in 

financial and business subjects, men would be too, they held their “Men’s Forum.” Here 

is shown a small section of a capacity audience at a discussion of “Wills and Estates — 
Planning Ahead For Your Family.” 


OBODY in the First National 
Bank of Minneapolis thought the 
Men’s find 


registration snowballing up to 600 when 


projected Forum would 
it involved leaving home one night a 
week for six that 
happened. In order to accommodate so 


weeks—but is what 
large a number the bank was forced to 
run two sessions each week, but the re- 
sponse justified the additional effort be- 
cause over the six weeks from March 
20 through April 24 each section of 300 
registrants maintained an average at- 
tendance of 250. coming close to the 
90'¢ record set by the Women’s Forum 
a few months earlier. 

It was the Women’s which 
started all this. for wives had been talk- 
ing with husbands, and the men wanted 
to hear the first hand. As the 
demand for a Men’s Forum grew, an 
insert was put account 
statements inviting inquiries about such 


Forum 


story 
in checking 


a forum dealing with “personal and 
financial planning.” and _ the 
newspaper carried a public announce- 
ment. The bank’s committee met with 
representative business and professional 
men at a series of luncheons, seeking 
their advice on the nature of the in- 
formation that would be most beneficial, 
and passing on their suggestions to the 
speakers who planned accordingly. As 
it became evident that many of those 
enrolling were the husbands of the wo- 
men who had attended the earlier forum, 
speakers* and subjects* for the two 
groups were made identical to provide 


family 


~~. 


*See Jan. 50 T. & E., p. 50. 
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common ground for financial discus- 
sions at home. The only changes for the 
men were to put additional emphasis on 
“family” and to 
extend the coverage of each subject. 


financial planning. 

Details of these Forum meetings were 
planned as carefully as those for the 
women. A program-bulletin was sent to 
each inquirer; the card of six tickets 
was made to fit a billfold: an indexed 
looseleaf notebook was given to each 
registrant, partly for taking notes and 
partly for keeping the outlines of ad- 
dresses distributed at the end of each 
session. Bullet pencils were provided, 
the ticket and notebook each 
man’s name was inscribed. Meetings 
were scheduled from 7:30 to 9:00 p.m., 
with the last half hour devoted to an- 
swering the 40 to 50 written questions 
submitted each night by the audience. 


and on 


Although the enrollment covered all 
age groups, the majority appeared to 
be in their forties. Many men stated 
that they had enrolled at the recom- 
mendation and urging of their wives. 
Another large segment of the audience 
consisted of physicians and dentists. 

The bank held firmly to its policy 
of injecting no sales propaganda for 
its services, considering the Forum a 
strictly public relations activity, yet it 
can trace a fair amount of new busi- 
ness to friendships made there. Mr. 
Malcolm McDonald, vice president in 
charge of public relations, said his bank 
is now completely “sold” on the use 
of forums. From outside have come 67 
inquiries for details of the forum oper- 





ations, 38 of them from banks and 
financial institutions in the United 
States and Canada. “To our knowledge,” 
said Mr. McDonald, “six banks have al- 
ready launched forum operations and 
an additional 23 have told us they con- 
template conducting forums in the fu- 
ture. For our part, we intend to conduct 
forums annually in Minneapolis and 
have under consideration advanced ses- 
sions for those who have attended our 
forums to date.” 


A AA 


More Banks Report 
Women’s Forums 


That women are deeply interested in 
the principals of finance and business is 
a fact that is being recognized by an 
increasing number of banks and trust 
companies throughout the country. The 
list of institutions that are using their 
efforts to inform women, through the 
medium of forum meetings, continues to 
grow. Last month T.&E. reported five 
new forums and this month three more 
have announced such educational meet- 
ings with a fourth in the planning stage. 


The Worcester (Mass.) County 
Trust Co., sponsored four talks of in- 
terest to homemakers as well as to busi- 
ness and professional women. Talkes 
covered Women and Money,” “Invest- 
ments,” “Life Insurance and Annuities,” 
“Wills. Trusts and Taxes.” 


The Rutherford (N.J.) Trust Co., 
held three forum meetings to clarify 
problems that arise in the settling of 
an estate: “You Can’t Take It With 
You.” “Problems and Duties of an Ex- 
ecutor,”’ and “Estate Planning.” 


The Birmingham (Mich.) Nation- 
al Bank, held six meetings at which 
they hoped to have an attendance of 
100. but for which 185 applications 
were received. Subjects were “Financial 
Planning,” “Life Insurance and Social 
Security.” three sessions on “Invest- 
ments,” and “Wills and Estates.” 


At the same time, The Union & 
New Haven (Conn.) Trust Co., is 
starting a poll of its customers and the 
general public to determine a_prefer- 
ence rating of subjects for forums to 
be held in the Fall. Subjects offered are 


“The American Economic System,” 
“Social Security and Similar Benefits,” 
“Trust Funds,” “Life Insurance,” 


“Wills,” “Household Financial Manage- 
ment,” “Taxes,” “Estate Planning,” “In- 
vestments,” and “Home Ownership, 
Mortgages, Real Estate.” When the poll 
has been analyzed the time and number 
of meetings will be announced. 
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Current Trust Questions 


Connecticut Conference Considers Investments, Common Funds, 
New Business, Legal and Operating Problems 


HE Question Box Period which has 

become an annual feature of the 
Connecticut Trust Conference, held this 
vear on May 11 at New Haven, was 
again conducted under the guiding 
hand of G. Harold Welch, vice president 
of The New Haven Bank, N.B.A. His 
panel members, representing various 
areas of trust matters, were: 


Investments: Carl G. Freese, presi- 
dent and treasurer, The Connecticut 
Savings Bank, New Haven; 

Public Viewpoint: Fuller F. Barnes. 
president, Associated Spring Co.. Bris- 
tol; 


William S. 


Law: Hon. 


Greenwich: 


Hirschberg. 


Operations: Albert H. Barton, trust 
officer, Phoenix State Bank and Trust 
-Co.. Hartford. 


A summary of the answers follows. 


Investments 


To the perennial question of how to 
invest $100,000 for a widow who re- 
quires a 444% return, Mr. Freese re- 
sponded that that yield was wishful 
thinking under today’s conditions. A 
little better than 4‘% might be obtained 
through a fifty-fifty division between 
fixed income and equity securities, 
starting perhaps with one-third for the 
latter and gradually working up. Series 
G bonds should be used because with 
state taxes as they are the yield approxi- 
mates that on high grade corporate 
bonds. Some preferred stocks producing 
around 4‘¢ might be added. A cross 
section of the leading New York bank 
stocks might well be included. If the 
fund already contains equities that were 
purchased at reasonable prices and the 
earnings as well as other factors are 
favorable, they should not be sold out 
merely because there is a profit. 


If the testator is primarily concerned 
with assuring his widow a certain liv- 
ing standard, Mr. Freese suggested, in 
answer to another question along this 
line, that the instrument set up a corre- 
lation with a cost-of-living index, with 
power in the trustee to use principal to 


400 


produce the desired annual amount 
where income is insufficient. This would 
require somewhat greater freedom than 
trustees ordinarily like to use. While 
the inflationary trend is still upward 
and a continuation of the government's 
inflationary policy can be expected in 
the speaker’s opinion, a certain amount 
of fixed income investments should be 
included in the fund for balance. About 
10‘« might be preferred 
stocks, there being a number of indus- 


placed in 


trial convertibles which afford an op- 
portunity for thus sharing in equity 
growth. 

On the subject of investment trust 
shares. a matter of increasing interest 
at panel discussions such as this, Mr. 
Freese commented that there is a strong 
feeling on the question of delegation of 
authority and_ that 
costs and income tax problems present. 
There might be a case for the purchase 
of such shares where a bank is unable 


there are certain 


to maintain a common trust fund. Par- 


ticipation in the common fund of a 
larger bank, a matter now under ad- 


visement, might be more suitable. 


Public Viewpoint 


More people do not have wills drawn 
because they expect to live, Mr. Barnes 
replied to his first question. And more 
people do not name corporate executors 
because they hesitate to discuss their 
private affairs with a bank but prefer 
to talk over these matters with, for ex- 
ample. a friend in the investment busi- 
ness. However, some of these objections 
are being overcome, and greater pro- 
gress might be made if non-trust em- 
ployees could be made salesmen for 
the trust department. Introduction of 
their friends to the trust officer would 
minimize the reluctance. A private con- 
ference room and contact 
with the customer would also help. The 
delusion about the cost of corporate fi- 
duciary service should be dispelled, 
with emphasis on the bank’s successful 
investment performance—in something 
more than gilt-edge securities. For small 
accounts, Mr. Barnes has often recom- 
mended agency service. 


consistent 





The reaction to a “cold” trust solici- 
tation from one’s own bank would be 


extremely poor, according to Mr, 
Barnes. The customer would wonder 


why some friend in the bank had not 
first discussed the matter with him and 
introduced him to the solicitor. 

Promotional efforts stressing the ap- 
pointment of an individual as co-fiduci- 
ary with the bank might be more effec- 
tive than those confined to sole corpo- 
rate appointment, in Mr. Barnes’ opin- 
ion. This might be more desirable from 
the family’s standpoint in giving. as in 
the case of his own son. experience in 
matters of this kind. 

To a question as to the philosophy of 


trust investment, Mr. Barnes indicated 
that the public expects trustees to take 
a liberal point of view and a_ business 


man’s risk in order to improve income, 


Law 


A probate court as a rule could not 
order a trustee to invade principal for 
a definite amount. Mr. Hirschberg said 
in answering his first query. Such a 
matter is of the 
fiduciary, but his action may later be 


within the discretion 


reviewed by the court on the account- 
ing. 

A fiduciary must use all reasonable 
effort and expense to locate heirs, and 
warranted in exhausting all 
The ex- 


would be 
means within common sense. 
pense would not be the controlling fac- 
tor, according to Judge Hirschberg. 

Recognizing a difference of opinion 
on the subject, the speaker expressed 
the personal view that it is not improper 
for a bank to prepare a tax return for 
an individual or an estate, whether or 
not it is acting as fiduciary. On_ the 
other hand, as to court papers and pro- 
ceedings, it would be better judgment 
and policy to engage an attorney to 
pass on these matters. 


Operations 


The first question addressed to Mr. 
Barton concerned the adequacy of ex- 
isting compensation schedules, and a 
query to the audience brought forth the 


TRUSTS AND ESTATES 


fat 
in: 
ye 


to 

de. 
ba 
ale 
bu 
un 
cot 
pre 
det 
to 

al 
tial 
for 


bat 
obs 
size 
not 
nul 
par 
inv 
hav 
the 
tior 
par 
ind 
fun 
be | 
son 
sett 
ope 
time 
um 
Pho 
ago 
$22. 
150 
Co.. 
of 
thei 
reac 
savii 
125 
rang 
A 
Banl 
port 
Trus 
bilit 
Rese 
latio 
Vest 
by | 
peric 
confi 
econ 
Hi 
Vance 
possi 


JUNE 





lici- 

he 
Mr. 
der 
not 
and 


ap- 
uci- 
Tec- 
Ppo- 
pin- 
rom 
s in 
> in 


y of 
ated 
fake 
ness 


mnie. 


not 
for 
said 
ha 
the 
P be 


unt- 


able 
and 
all 
ex- 


fac- 


nion 
ssed 
oper 

for 
r or 

the 
pro- 
nent 


y to 


Mr. 
ex: 
da 
1 the 


ATES 


fact that some half dozen Connecticut 
institutions had within the past two 
years adjusted their fees upward. 
Speaking of the policy with respect 
to the transfer of stocks on a decedent's 
death. Mr. Barton indicated that his own 
bank does not, in many cases, immedi- 
ately transfer them to itself as executor 
but retains them in the testator’s name 
until distribution time approaches. Of 
the transfer 
promptly to assure collection of divi- 


course, agent is notified 
dends. The best procedure, however. is 
to transfer the securities to the name of 
a nominee so that they will be in nego- 
tiable form and avoid delay at the time 
for distribution. 

Expressing great satisfaction with his 
bank’s common trust fund, Mr. Barton 
observed that the matter of minimum 
size for advantageous operation depends 
not only on dollar amount but on the 
number and size of accounts eligible for 
participation. From the standpoint of 
investments, it is probably desirable to 
have $500,000 which is, in his opinion 
the break-even point on costs of opera- 
tion. Some years ago, Mr. Barton com- 
pared the cost of operating 93 accounts 
individually and in the common trust 
fund and found the respective figures to 
be $6.500 and $350. Naturally. there is 
some cost involved in planning for and 
setting up a common fund but once in 
operation it does not involve too much 
time or expense and is an ideal medi- 
um for investing small accounts. The 
Phoenix fund started about four years 
ago with some 25 accounts aggregating 
$225,000 and now has approximately 
150 participants totalling $2.200,000. 

(A delegate from the Colonial Trust 
Co., in Waterbury remarked that 30° 
of their accounts are represented in 
common trust fund which has 
$2.800.000. An important cost 


saving was achieved by closing out over 


their 
reached 


125 savings accounts of individual funds 
ranging from $5.00 to $1,000.) 

A representative of the First National 
Bank & Trust Co. of New Haven re- 
ported that a committee of the A.B.A. 
Trust Division is studying the possi- 
bility of recommending to the Federal 
Reserve Board an amendment to Regu- 
lation F to permit smaller banks to in- 
vest in common trust funds maintained 
by larger institutions. This bank’s ex- 
perience with its common trust fund 
confirms the statement that substantial 
economies are effected. 


His bank does not as a rule make ad- 
vance to participating accounts against 
possible distribution from the common 
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fund, Mr.*Barton advised an inquirer. 
In one instance a loan was made from 
the bank which took an assignment of 
the borrower’s interest in the common 
fund until distribution could be made. 
It is explained to beneficiaries or grant- 
ors of revocable trusts that withdrawals 
can be made only on valuation dates. 
Where it is known that principal in- 
vasions will be necessary, a sum is held 
out in a savings account to cover the 
needs for six or twelve months, 


In trusts created prior to the original 
enactment of the Uniform Principal and 
Income Act and now affected thereby, 
there is no duty on the trustee to con- 


tinue to amortize premiums on bonds 
purchased prior to 1949, according to 
Mr. Barton, unless the instrument so 
requires. In only a few cases has his 
department continued amortization after 
the amended law became effective, and 
that was where it was desired to keep 
the original premium fund intact. In no 
case have previously made amortization 
payments been restored to income. 


Don’t Fear Cost Analysis 


Trust departments can no_ longer 
afford to their economic sub- 
stance in unprofitable living, Robert A. 
Wilson, vice president of the Pennsy]l- 


waste 


New Investment Media for 


TRUST FUNDS 


FTER July 1, 1950, the new statute governing the 


investment of trust funds in New York State will 


permit the investment on a “prudent man” basis of 


limited portions of many trust funds in certain stocks, 


including domestic bank and insurance company stocks. 


For many years Blyth & Co., Inc. has specialized in 


the active trading of bank and insurance stocks. Our 


nation-wide facilities have enabled us to play an out- 


standing part in maintaining such markets. 


We offer these Coast-to-Coast facilities to fiduciaries 
holding funds for investment. 
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vania Company for Banking and Trusts, 
Philadelphia, told the morning session 
of the Conference. “Aggressive bank 
management is now looking for sources 
of increased earnings and more and 
more are trust departments coming un- 
der close scrutiny as definite sources for 
such earning power. It is far better to 
take corrective action than to wait until 
it becomes a command performance, 


Mr. Wilson remarked. 


Too many trust 
accounting because they fear the re- 
sults when the lack of earnings becomes 
known to their superiors. This is fool- 
ish thinking, Mr. Wilson observed, be- 


officers avoid cost 
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cause the subsidization of trust depart- 
ments by commercial departments will 
eventually stop. 

Mr. Wilson quoted a trust officer in 
charge of a department with assets of 
less than ten million dollars, as follows: 


“T think you will find that most of the 
small country departments are scared to 
death to ask a fair remuneration for their 
services. They are afraid that any sub- 
stantial raise in their rates will drive away 
what little business there is. Personally, 
I have taken the opposite stand. We try 
to do a good job and if we’re not getting 
properly paid, I go to them and tell them 
so very frankly and ask that either we 
be given proper compensation or that the 
trust be withdrawn. I find that almost 
without exception when people  under- 
stand the circumstances we have no dif- 
ficulty in raising the compensation with 
highly beneficial effect upon the earnings 
of the department. The net of the whole 
business is that it has taken our depart- 
ment out of the red and made it a very 
substantial earner for the bank.” 


This typifies the experiences of many 
other trustmen across the country, ac- 
cording to Mr. Wilson, who emphasized 
that in order to enjoy these satisfactory 
first 
adoption of trust cost accounting. 


results the requirement is the 

Roger F. Murray, vice president of 
Bankers Trust Co., New York, in a 
paper published elsewhere in this issue, 
discussed the impact of industrial pen- 
sions on the capital markets. 

Atomic energy for practical peace- 
time use is still decades away, according 
to Lieut. General Leslie R. Groves, 
president of Remington Rand Co., and 
formerly head of the nation’s atomic 
that 
when it is first applied to civilian work, 


vice 


experimental work. He _ believes 
atomic energy will serve as an addi- 
tional power source to some existing 
system, but he does not expect this to 
happen for some time. It is possible, 
he believes, that some naval vessels may 
be driven by atomic energy within the 
next few years. 





Leonard S. Platt, vice president and 
trust officer of the First National Bank 
in Greenwich, presided at the morning 
session as head of the Trust Division. 

A A A 
200 Attend Bar-Bank 


Forum in New Jersey 

In one of the largest meetings of its 
kind in recent years, nearly 200 at- 
torneys and bankers from three New 
Jersey counties held an estate planning 
forum in Elizabeth, N. J., late last 
month, conducted by the Union County 
with 
Union, 


Bar Association in collaboration 
the Bankers 


Middlesex and Somerset Counties. The 


Association of 


five-hour program, under the direction 
of Harry Weltcheck, Elizabeth attorney, 
included four addresses and two panel 
discussions. 


Speakers and subjects were: William 


M. Baker. assistant trust officer, the 
Summit Trust Co., “Desirable Will 
Clauses”: Phidias L. Pollis, Elizabeth 


attorney, “Legal Foundation of the 1948 
Act”; Mr. Weltchek, “General Survey 
of Estate Planning’; and Arthur Isler, 
assistant manager of the Elizabeth office 
of the Social Security Administration, 
who discussed his agency’s role in estate 
planning. 

Estate plans of two hypothetical 
testators were covered in the panel dis- 
cussions. One panel included: Orlando 
H. Dey, Rahway, and Henry S. Wald- 
man, Elizabeth, for the bar association; 
and Harry C. Foehl, trust officer of the 
Union County Trust Co., and A. R. 
Bartley, trust officer of the First Nation- 
al Bank & Trust Co., Summit, for the 
banker group. 

On the second panel were: Robert 5. 
Snevily, Westfield, and Donald Bourne, 
Summit, for the bar; and Maxwell G. 
Morse, trust officer of the Plainfield 
Trust Co., and Clifford D. Phoenix, vice 
president of the Somerville Trust Co.. 


for the bankers. 
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Keystone Trust Conference 


Probate Records, Investments, Operations and Costs 


Reported at Pennsylvania Meeting 


tUST funds should be invested 
i pers liberally in common stocks, 
John F. Sullivan, senior analyst and 
consultant of Merrill 
Fenner & Beane. told the delegates to 
the annual meeting of the Trust Sec- 


Lynch, Pierce, 


tion, Pennsylvania Bankers Association 
on May 18. At the present level of the 
stock Sullivan, 
whose remarks are more fully summar- 


market, however. Mr. 


ized elsewhere herein, recommended 
caution. 

Robert D. Ferguson. vice president, 
Peoples First National Bank & Trust Co. 
of Pittsburgh, was advanced to chair- 
man of the Trust Section, succeeding 
Ray W. Steber, trust officer of Warren 
Bank & Trust Co. 

Elected 
placed in line for chairmanship next 
year, was Robert J. Hunter. vice presi- 
dent and trust officer, First National 
Bank & Trust Co., Bethlehem. Robert 
U. Frey, assistant treasurer of The 
Pennsylvania Company for Banking and 
Trusts, Philadelphia, was elected secre- 
tary-treasurer of the section for his 35th 


vice-chairman. and thus 


term. 

Eight members of the executive com- 
mittee representing the eight county 
groups of the State were named as fol- 


lows: 


Group 1—Paul C. Wagner, vice pres- 
ident, Fidelity-Philadelphia Trust Co. 
Philadelphia. 

Group Il—Harry G. Kuhn, trust of- 
ficer, Schuylkill Trust Co., Pottsville. 

Group III—George M. Rhodes, vice 
president, Scranton-Lackawanna Trust 
Co. 

Group 1V—Charles A. Schreyer. vice 
president and trust officer, West Branch 
Bank & Trust Co., Williamsport. 

Group V—Paul L. Ellenberger, vice 
president and trust officer, Capital Bank 
« Trust Co., Harrisburg. 

Group VI—R. K. Hoffman, assistant 
trust officer, Deposit National Bank, 
DuBois. 


Group VII—L. M. Campbell, vice 
president and. trust officer, Oil City Na- 
tional Bank. 
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Group VIII— J. Charles Peterson, 
trust officer, First National Bank, Mc- 
Keesport. 


Probate Records Studied 


In cooperation with a similar Ameri- 
can Bankers Association’s Committee, 
Committee on Trust Information, whose 
chairman is A. M. MeNickle, vice presi- 
dent. Fidelity Trust Co., Pittsburgh, has 
made what is probably the first study 
of probate records to be compiled by 
any such group. In two medium-sized 
Pennsylvania counties the records for 
one year show 41 corporate appoint- 
ments out of 212 estates of $25,000 to 
$500,000. being 19°¢ in number and 
27‘« in dollar value. In 180 estates of 
$25,000 to $100,000, corporate ap- 
pointments numbered 26, while in 32 
estates of $100,000 to $500,000, they 


totalled 15. 

In Allegheny County, where the Fi- 
delity Trust Co. has compiled a ten-year 
survey of estates of $25,000 and over, 
the following data were revealed: 

274 


Corporate appointments 79 


Total estates—average per year 


Corporate appointments—number 29% 


Corporate appointments—dollar ° 





value 54% 
Intestacy based on 10-year total 

of $25,000 and over 1.2% 
Dollar volume left by women 

seven-year survey 45% 


Perhaps the most revealing survey of 
the decedent estate market is shown by 
the Internal Revenue Department’s 
twenty-year record of estate tax returns 
filed, Mr. McNickle commented. During 
the period between 1928 and 1947 an 





all-time record as to number and dollar 
volume of decedent estates filing returns 
was established in the year 1930. From 
that date to 1935 there was an all-time 
low in both number and dollar volume. 
However, from 1935 to and including 
1947, there has been a continuous in- 
crease in returns filed as well as dollar 
volume of the estates filing the returns, 
as follows (dollar figures in thousands) : 


1935—11,110 $2,435,000 
1947—20,899 $4,224,000 


Estates BETWEEN $100 ANpD $500 


returns, 
returns, 


1930— 5,735 returns, $1,495,000 
1935— 3,567 returns, $ 882,000 
1947— 8,195 returns, $1,819,000 
Estates BETWEEN $500 aAnp $1,100 
1930— 814 returns, $ 732,000 
1935— 376 returns, $ 333,000 
1947— 726 returns, $ 600,000 
Estates Over $1,100 
1930— 479 returns, $1,582,000 
1935— 190 returns, $ 568,000 
1947— 267 returns, $ 754,000 


The records of the Internal Revenue 
Department extending over an eighteen- 
year period would indicate that the big- 
gest market for the development of trust 
business is in the $100,000 to $500,000 
classification, for this group of estates 
is greater in number today than at any 
time during the period within which 
records were maintained, the Commit- 
tee reported. Estates between $500,000 
and $1,100,000 show a shrinkage of 
11% in number and 18% in dollar 
volume. However, the $1,100,000 and 
over group shows a decline of 44% in 
number and 52% in dollar volume. It 
is evident from this record that those 
trust companies that have been deriving 
a material proportion of their commis- 
sions from estates of a million dollars 
and over had better adjust their mer- 
chandising plans. It is also evident that 
the future of our business is bright, but 


only for those trust companies that will 
make it so, Mr. McNickle concluded. 


Trust Business and Enterprise 


The future of the trust business rests 
in our ability, aided by others, to pre- 
serve our system of private capital, 
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John W. Remington, vice president of 
the Lincoln Rochester, (N.Y.) Trust 
Co., and president of the A.B.A. Trust 
Division, warned the audience. 

“The present level of spending equals 
the entire income of all persons west of 
the Mississippi, Mr. Remington  ob- 
served. “The total tax load absorbs 
more than one-fourth of the entire in- 
come of all our people. This is twice 
the value of the nation’s farms, com- 
plete with livestock and equipment; it 
is one-fourth larger than the present 
value of all the life insurance now in 
force on the lives of our people. 

If trustmen are to insure the preserv- 
ation of the American way of life and 
the trust business, they should do more 
than support the current savings bond 
drive. “Let us urge the purchase of 
these bonds as devotees of savings and 
thrift,” Mr. Remington said. “But let 
us lift our voices individually and col- 
lectively in a demand that our central 
Government by precept and example set 
a standard which the purchasers of its 
savings bonds may follow. A Govern- 
ment which ignores the fundamentals 
upon this founded 
and developed, will sooner or later be 


which nation was 


supplanted or will bring disaster upon 
itself.” 
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The future of trust business, rests 
upon a few fundamentals, the speaker 
continued, including: 

A greater effort in training and edu- 
cating those in the trust field; 

Greater for advance- 
ment, together with the proper creation 
of the feeling that the work being per- 
formed is important and that initiative 


opportunities 


counts; 

“Overhauling of the tax structure so 
that there may be at all times an ade- 
quate supply of capital which can only 
result when there are sufficient rewards 
in private undertakings to justify the 
taking of substantial risks; 

“The creation of a strong spirit of 
team play in small and large organiza- 
tions where pride of accomplishment is 
an important factor; 

“A co-operative spirit within the or- 
ganization and in the contacts which 
we as trustmen naturally make with 
professional and business men who, to- 
gether with us, take great pride in pro- 
tecting dependents who need our com- 
bined services.” 


Trust Operations 


Declaring that Pennsylvania now has 
one of the best sets of fiduciary laws in 
the nation, George C. Robinson, report- 
ing as chairman of the Committee on 
Trust Department Operations, cited the 
enactment in the past few years of the 
new intestate, wills, estates, fiduciary, 
fiduciaries investment, and _ principal 
and income acts. Just as the Keystone 
State was one of the first to adopt nom- 


Shonky 
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trust 
fund legislation (the first to raise the 
limit to $50,000), so it has pioneered in 


inee registration and common 


providing that real estate is now to be 
administered in the same category as 
personal property, said Mr. Robinson, 
who is trust operations officer of the 
Fidelity-Philadelphia Trust Co. 
Because of this change, realty must 
be listed in the inventory and appraise- 
the 
Committee’s Suggestion Memo No. 2. 
The latter 
explain the manner in which real prop- 


ment, necessitating a revision of 


has thus been amended to 
erty is to be included. It is recommend. 
ed that the executor secure a joint ap- 
praisal supported by the individual afh- 
davits of two appraisers, as the most 
desirable method of determining the 
fair market value. Only a brief descrip- 
tion of the property is necessary rather 
than one by metes and bounds. 

Memo No. 


Policy with Respect to Filing Accounts.” 


\ new 16, “Suggested 
has been prepared in which is pointed 
out the desirability of filing accounts at 
more frequent intervals than is usually 
the case. A 15-year interval is recom- 


mended for all accounts. 


Costs and Compensation 


Pennsylvania heads the list of pur- 
\.B.A. Trust 


new handbook for determining costs of 


chasers of the Division's 
operating small and medium sized trust 
departments, with 85 institutions having 
bought 110 of the approximately 800 
sold. So Robert A, 
Wilson, vice president of The Pennsyl- 


copies reported 


vania Company for Banking and Trusts. 


_ Pittsburgh’s 
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Trust 


_ Company 
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PEOPLES FIRST NATIONAL 
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Philadelphia. as chairman of the Com- 
mittee on Costs and Charges. This new- 
ly published procedure dispels what- 
ever inystery there was with respect to 
trust accounting. according to Mr. Wil- 
son. who suggested the following pro- 
gram for profitable trust operations: 

1. Adopt the A.B.A.’s recommended 
cost accounting system for determining 
net earnings of the trust department and 
of each division thereof, and the cost 
of handling each account: 

2. Analyze each existing account and 
with 
and beneficiaries of unprofitable ac- 


discuss costs frankly co-trustees 
counts, 
a Adopt 


schedules. based on costs. for new busi- 


adequate compensations 
ness. 

Vr. Wilson reported on the present 
status of Estate of Ella Williamson, in 
which the auditing judge reluctantly 
concluded that he was without authority 
to change the long established rule pro- 
hibiting a trustee from charging com- 
missions against principal, in the ab- 
sence of the performance of extra-ordi- 
nary service, until the termination of 
the trust or of the trustee’s connection 
with it. The 
Court en Bane on March 24 agreed that 


Philadelphia Orphans’ 
the rule should be abrogated but like- 
wise felt that the matter was one for the 
Supreme Court or the Legislature. Mr. 
Wilson quoted from the court’s opinion 
which he stated would be appealed: 
“If the prohibition against an immedi- 


ate allowance out of principal were re- 
moved, the allowance could take the form 


of a lump sum for past services as here 
claimed by the trustee, or consideration 
could be given to the suggestion of the 
trustee that for the performance of its 
duties in the future an annual allowance 
be made, for example, a percentage based 
on the annual value of principal, part to 
be paid from principal and part from in- 
come. The allowance of a yearly compen- 
sation would put the estate upon a pay- 
as-you-go basis, compensation would be 
accurately measured by the length of the 
trust, and no further payment would be 
due at its termination.” 


Legislation 


The Advisory Committee of the Joint 
State Government Commission has au- 
thorized the printing of a preliminary 
draft of the Orphans’ Court Act which 
is to be introduced in the Legislature 
next vear. according to Mr. Ferguson’s 
report as Chairman of the Committee on 
Law of Decedents’ Estates and Trusts. 
This will be submitted to Trust Divi- 
sion members for comment. 

Many of the Orphans’ Courts are 
preparing rules and procedure to cover 
the provisions of the The Fiduciaries 
Act of 1949 which became effective at 
the beginning of this year, Mr. Ferguson 
remarked. with particular emphasis on 
the handling of real estate. 

In a report to the Association, the 
Committee on Legislation indicated that 
any attempt to take further steps to- 
wards adoption of the prudent man 
rule in Pennsylvania would not be met 
with much favor from the Joint State 
Government Commission which spon- 
sored the Fiduciaries Investment Act of 
1949, Speaking for the Committee. 
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chairman W. Elbridge Brown, vice 
president and trust officer of the Clear- 
field Trust Co., and vice chairman 
Charles F. Nagel stated that new partial 
prudent man rule in New York resulted 
apparently from the practical unanimity 
of opinion among New York trustmen 
as to what is desirable. a situation which 


does not obtain in Pennsylvania. 


Smaller Trust Departments 


The theory that the acceptance of un- 
profitable trust business will eventually 
lead to other business of a profitable 
nature is entirely erroneous, according 
to the report of the Committee on Small- 
er Trust Departments. whose chairman 
is Charles F. Borgel, trust officer of the 
First National Bank of York. This 
theory, which apparently developed 
from the method used frequently in 
merchandising by retail establishments 
who usually place some particular arti- 
cle as a leader on their shelves. feeling 
that this item will draw a customer who 
in turn will buy other merchandise, is 
inapplicable here since the acceptance 
of unprofitable business by the trust 
department immediately subjects it to 
a recurring loss with no assurance that 
future business of a profitable nature 
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will be forthcoming from the customer, 
Mr. Borgel averred. 

The report referred to the excellent 
symposium sponsored by the Commit- 
tee at the December meeting (see Jan. 
1950 T.&E., p. 25). Particular reference 
was made to the investment service be- 
ing rendered by Studley, Shupert & Co. 
This organization has devised a list of 
securities with special emphasis on 
quality and tax free status so far as 
Pennsylvania is concerned. It supple- 
ments this list with an analysis of the 
securities with statistical information to 
support each item on the list. This ser- 
vice does not tell what to buy or sell, 
or when, but offers a sufficiently broad 
list of bonds, preferred and common 
stocks to make a selection for invest- 
ment of available funds and to furnish 
statistical information to assist the bank 
in its selection, Mr. Borgel observed. 

A careful study should be made of 
the use of common trust funds in the 
smaller departments as a further help 
to the banks in reducing their overhead 
and in supervising their investments, 
the Committee reported, since their use 
by many of the larger banks has enabled 
them to handle smaller accounts with- 
out loss, there is every reason to believe 
the experience will be the same in the 


Search 


for Jewels 


If you desire to sell precious jewelry of fine quality, 
worth more than $1000...give Van Cleef & Arpels 
the opportunity to bid for its purchase. Fifty years 
of confidence from our customers has made our 


international reputation. 


smaller banks. While the procedure for 
the creation of this type of fund now 
appears cumbersome for the small de- 
partment, a continued study of this 
matter will eventually bring beneficial 
results to the small trust departments. 
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California Trust Division 
Elects Schmidt 
Frank UH. 
Schmidt, president 
of the California 
Trust Co., Los An- 
geles, was elected 
chairman of the 
| Trust Division of 
the California 
Bankers 
tion at the latter’s 
annual meeting on May 22. He succeeds 
C. Nelson Hackett, vice president of 
The Bank of California, San Francisco. 
The other officers: 
First Vice-Chm: Jackson D. Baker. 
vice president and trust officer, The 
San Francisco Bank 
Second Vice-Chm: Norman E. Mudge. 
vice president, Citizens National 
Trust & Savings Bank of Los An- 


geles 





Associa- 


FRANK H. SCHMIDT 


Sec.: Oscar R. Mennenga, association 
secretary. 


During the session conducted by the 
Trust Division, Andrew F. Burke, San 
Francisco attorney, described “The 
Pious Fund — California’s First Trust 
Fund. Henry H. Heimann, executive 
manager of the National Association of 
Credit Men, looked into “The Future of 
America.” 


A & & 


Michigan Trust Meet 
Thomas H. Beacom, vice president 
in charge of the trust department at 
The First National Bank of Chicago, 
was the principal speaker at the meet- 
ing of the Trust Division, Michigan 
Bankers Association, held in Kalamazoo 


on May 25. “Some Reflections of a 
Trustee” was the title of his remarks. 
Mr. C. R. Miller, trust officer of the 


Jackson City Bank and Trust Co., re- 
ported for the committee on extraordi- 


nary fees for executors and administra- 


tors, and Amos fF. Paley, vice president 
of the Michigan National Bank, Grand 
Rapids, reviewed recent trust legislation. 

Harold McB. Thurston, president of 
the Muskegon Trust Co., is chairman of 
the Trust Division. 
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Recent Attention-Arresters 


In Trust Ads 


Four trust institutions score high in 
their recent advertising with headlines 
and copy like these: 

“Put It In Writing, Please”—Chemi- 
cal Bank & Trust Co., (N.Y.): “Sup- 
pose you passed away suddenly. Would 
the Executor of your estate know where 
to look for your bank books, money, in- 
surance policies, bonds? . . .” 

“Small Estates Are No Longer Under- 
privileged” - National Bank 
(N.Y.): “Through the new Chase Com- 
mon Trust Fund, all the investment ad- 


Chase 


vantages of large trusts are now avail- 
able to trusts of $50,000 or less. . . .” 

A series by the Security-First Nation- 
al Bank (Los Angeles) carries these de- 
scriptive heads: “Why Write a Will?” 
“When Should | Make a Will?” “Must 
My Will Be Notorized?” “What Is an 
Executor?” 

By the Fiduciary Trust Company of 
New York, an advertisement appeared 
in newspapers and some magazines un- 
der the head. “There are no birds in 
last year’s nest.” This advertisement was 
supported by a mailing piece carrying 
the same caption, contents discussing 
briefly the fact that though last year 
was prosperous the question had to be 
answered “What of this year? And 
next? And the years after that?” Inside 
of the attractive buff and brown folder 
discussed “The Meaning of Research 
as we apply it to your investments—On 
Economic Conditions, On Groups of 
Securities, On Individual Securities.” 

a» 2 A 


Common Fund in Commons 
The discretionary common trust fund 
established on February 1. 1950. by 
Union Trust Company of Maryland. 
Baltimore. has 37 participating accounts 


aggregating approximately $279.000. 


The fund consists entirely of common 


stocks, it being designed, for the pres- 
ent at least, only for the common stock 
portion of the individual trusts. 

A A A 


Tax Changes in Offing 


While no revenue revision bill has 
yet been introduced, the House Ways 
and Means Committee has taken favor- 
able action on several tax proposals of 
particular interest to readers of T.&E. 
In executive session it has approved the 
elimination of the existing dependency 
allowance as a deduction under the 
estate tax, and defined “gifts made in 
contemplation of death” as those made 
within three years prior to death. The 
latter provision. if enacted, would avoid 
the great amount of litigation that has 
arisen on this subject. 

These are the only recommendations 
to be acted upon of the Treasury’s ex- 
tensive program for estate and gift tax 
changes presented earlier this year. In 
addition, a Joint Resolution has been 
introduced to extend once more, this 
time to July 1, 1951, the deadline for 
the tax-free release of certain powers of 
appointment. 

In the income tax field, a matter of 
considerable significance is the Com- 
mittee’s adoption of a plan to levy a 
10‘¢ withholding tax on corporation 
dividends. This is not a new tax but a 
procedure, similar to the pay-as-you-go 
income tax withholding, whereby the 
government expects to capture about 
$170,000,000 a year from individuals 
who now fail to report their dividends. 

Tentative approval has also been 
given to a proposal reducing from 50% 
to 40°7 the amount of long-term capital 
gains of individuals which would be 
subjected to taxation, and lowering the 
maximum effective tax rate from 25% 
to 16‘.. The Committee also voted to 
reduce the holding period from six 
to three months. 
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Outline for Trust Department 
Operations Manual 


The complete outline for a suggested 
trust department operating manual is in- 
cluded in the May issue of the Trust 
Bulletin. The 22-page outline is the re- 
sult of several years’ work by the Ameri- 
can Bankers Association Trust Divi- 
sion’s Committee on Operations for 
Trust Departments. 


Eleven sections would be included in 
a manual written along the lines sug- 
gested in the outline. They are: fore- 
word, the plan of organization, new 
business development, administrative 
procedure, operative duties, investments, 
real estate, taxes, miscellaneous opera- 
tions and accounting (two sections), 
and a filing system. The outline takes 
up each of these sections individually 
and gives complete suggestions for their 
organization and writing. including 
much of the information to be included. 


The present outline was drafted by 
R. Lee McConnell, trust. officer, The 
Trust Company of Georgia, Atlanta, and 
J. C. Whitten, vice president. First Trust 
Company of Lincoln, from the sugges- 
tions of present and former Committee 
members and federal and state super- 
visory authorities. 


PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 

LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Unsurpassed facilities 
a competent, knowledgeable staff 
versed in every phase of 
public auction selling 
a reputation for fair dealing 
and a following of important 
and wealthy collectors 
throughout the country have 
established PARKE-BERNET 
as the leading firm of its kind 
in the United States 


Inquiries Invited 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM ° 
LOUIS J. MARION, Vice-Presidents 


MAX BARTHOLET, Secy. & Treas. 
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Put Insurance in 
Common Trust Fund 


The common trust fund is the estate 
planner’s dream to provide the natural 
trust investment medium for his insur- 
ance trust prospect, declared H. L. 
Flynn, assistant vice president of The 
Cleveland Trust Co., at the annual Trust 
Conference of the Ohio Bankers Asso- 
ciation in April. Citing the problem of 
suitable diversification for the estate 
consisting largely of a modest amount 
of insurance, Mr. Flynn asserted that 
the common fund affords an adequate 
tool whereby the recognized advantages 
of the insurance trust over the settle- 
ment options can be utilized. 

In seeking to broaden the base of 
trust service, trust companies have been 
stymied in dealing with the average 
estate plan for a man of 40 whose assets 
are comprised mainly of life insurance 
of between $40,000 and $50,000, with 
a home and a few government bonds 
and stocks. For such a man, according 
to Mr. Flynn, flexibility in the arrange- 
ment of his insurance is important. 
Whereas the settlement options can 
guarantee fixed payments and power to 
withdraw principal, the life insurance 
trust can discretion to 


grant meet 


Here... 
In Florida 


The First National Bank of 
Miami offers you and your cus- 
tomers the same high quality 
of complete trust service they 
have a right to expect anywhere. 
All fiduciary matters—includ- 
ing cooperative ancillary ad- 
ministration—are given special 


attention. Inquiries welcome. 


TRUST DEPARTMENT 


The 
First National Bank 


of MIAMI 


Miami's Oldest . Florida's Largest 
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changing conditions and needs, provide 
the family with the counsel of the trus- 
tee, eliminate probate expense on the 
wife’s death, dispense with the appoint- 
ment of guardians for the children and 
serve other useful functions. 

investment of 


Heretofore, however. 


smallish accounts has for reasons of 
principal safety been confined in the 
main to high grade, low yielding bonds. 
The advantages of insurance placed in 
trust therefore somewhat mini- 
mized by the meagre income thrown 
off. Now, Mr. Flynn averred, a trust 
trust 


fund can offer a much more satisfactory 


were 


institution operating a common 
return through investment of the in- 
surance proceeds in the fund. His own 
bank’s General Trust Fund, aggregating 
over $19 million, is yielding approxi- 


mately 3.9°¢ on a diversification of 
40‘ in common stocks, 18‘ in pre- 
ferreds, and the remainder in_ high 


grade bonds of which 25‘« are govern- 
ment securities, 

This type of portfolio holds a tre- 
mendous appeal for the individual. as- 
serted Mr. Flynn. Its 
readily understood, partly 


operation is 

because of 
the recent dynamic growth and popu- 
larity of the trust. If the 
competition of the latter for the cus- 


investment 


tomer’s funds is to be adequately met 

by trust companies, the common trust 

fund is a must, the speaker concluded. 
A A A 

The Ohio Trust Conference paper by 

Marital De- 


duction, appears at page 3380. 


Thomas S. Edmonds. on 


Taxes Killing Small Business 

Taxes are today destroying so-called 
small business, according to W. T. 
Hackett, vice president and trust officer 
of The Huntington National Bank of 
Columbus, speaking before the annual 
Trust Conference of the Ohio Bankers 
Association in April. This is being ac- 
complished largely through the unreal- 
istic estate tax valuations being placed 
by the Treasury on closely held busi- 
ness interests. 

Mr. Hackett summarized the findings 
of the last twenty cases analyzed by his 
trust department and the effects of ex- 


isting regulations and policies. (See 
Feb. °50 ‘T.&E.. p. 107). While there 


are means of minimizing or eliminating 
the problem of liquidity created by high 
valuations—such as giving the stock 
away or selling the business during life- 
time—it is usually not until after death. 
when it is too late, that the problem 
becomes apparent.. Thus, Mr. Hackett 
concluded, the present system of levy- 
ing taxes is causing small businesses to 
liquidate or sell out and paving the 
road to a Socialistic government. 
& A&B A 

Wilmington’s Equitable Up 

In an black on 
white report for the year ended April 
30, the Equitable Trust Co., Wilming- 


attractive buff and 


ton, shows Trust Department income 
rose over the previous year from $330.- 
056 to $355.890. with trust fees and 


commissions constituting 21 cents of the 
income dollar. Various public relations 
activities were noted. 


OS TEARS 


TRUST AND ESTATE SPECIALISTS FOR 
THE GREATER LOS ANGELES AREA 


Member Federal Deposit Insurance Corp. 


Head Office: 
Fifth & Spring Sts., Los Angeles 


CITIZENS 


NATIONAL savincs BAVK 
POF LOS ANGELES | 
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WHERE THERE'S A WILL 


Puitip H. SkoGMo, president and co- 
founder of Gamble-Skogmo, Inc., one of 
the country’s larger distributors of con- 
sumers’ goods, provided in his will that 
if any trust beneficiary failed to exercise 
a power of appointment, the existence of 
which rendered the property taxable in 
the beneficiary’s estate, then such prop- 
erty should bear a pro rata share of the 
taxes imposed on that estate. 

In bequeathing his personal effects to 
his wife, whom he named co-executor and 
co-trustee with Northwestern National 
Bank of Minneapolis, Mr. Skogmo de- 
clared that practically all the household 
articles already belonged to her. Follow- 
ing bequests of stock to nine brothers, 
sisters, step-brothers and step-sisters, the 
will establishes a trust of $750,000. 

The trustees are directed to pay Mrs. 
Skogmo the income and so much of the 
principal as will total $40,000 annually, 
but they are authorized to pay a larger 
sum for her comfort, welfare and hap- 
piness if the reduction of principal is 
justified in their judgment. The remain- 
der on her death is to be transferred to 
her appointees. In selecting assets for 
this trust, the executors are instructed 
not to choose any securities or proceeds 
thereof as to which the marital deduction 
would not be allowed, Mr. Skogmo stating 
his intention that the trust was to qualify 
for the deduction and be so administered 
and interpreted. 

Another trust of $500,000 is set up for 
the testator’s foster son, Donald, with a 
proviso that if the adjusted gross estate 
as finally determined for Federal estate 
taxes is over $3,500,000, the trust is to 
be increased to $750,000. The income is 
to be applied for Donald’s benefit until 
age 21. When he attains 25, he may 
withdraw up to one-sixth of the princi- 
pal; at age 30, one-fifth of the fund as 
then constituted; at 37, one-half thereof. 
The trustees may use principal if they 
deem it necessary, but not more than 
$5,000 annually, non-cumulative, and not 
over $50,000 in the aggregate. Upon Don- 
ald’s death, one-half of the remaining 
fund may be appointed by him among 
the limited tax exempt groups of ap- 
pointees set forth in Section 811 (f) 
(2) (A) of the Internal Revenue Code 
and a charitable trust and a foundation 
established during Mr. Skogmo’s life- 
time. The other half may be appointed 
to anyone. 

The residue of the estate is to be set 
up as the P. W. Skogmo Residuary Char- 
itable Trust, the hope being expressed 
that the trustees will distribute all of 
the fund to the aforementioned founda- 
tion within five years after death, at the 
expiration of which time complete dis- 
tribution will be mandatory. The will di- 
rects that Donald is to become trustee 
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of this trust when he reaches 21 and of 
the other trusts when his mother and the 
court deem him capable. 


GEORGE S. HARRIS, chairman of Dan 
River Mills, Inc., former president of the 
American and Georgia Cotton Manufac- 
turers Associations, and co-founder of 
the Cotten Textile Institute, directed that 
all death taxes be payable out of his 
estate, including those chargeable to in- 
surance on his life. The First National 
Bank of Danville, Va., Mrs. Harris and 
another are appointed executors and 
trustees of a $150,000 trust fund, the in- 
come from which is to be paid to Mrs. 
Harris. She will also receive sums from 
principal if the trustees deem the income 
insufficient to provide adequately for her 
maintenance and_ support, including 
emergencies. A power to appoint the re- 
mainder to anyone, including her estate, 
is granted to Mrs. Harris. 

After a bequest of $30,000 to Mr. Har- 
ris’ sister, the residue is placed in trust 
for the widow with provisions as to in- 
come and principal similar to those re- 
specting the specific trust. Upon her 
death, trusts for two daughters are to 
be established. Up to $100,000 for each 
shall be exempt from creditors’ claims. 
The remainder is bequeathed to their 
descendants. The will directs the com- 
pensation of the fiduciaries to be divided 
one-fifth to the widow and two-fifths to 
each of the other two. 


BRADFORD H. WALKER, chairman of the 
Life Insurance Company of Virginia, pro- 
vided that all death taxes be paid out of 
his estate except those attributable to 
insurance payable to his daughter Judith 
and includible in his estate. This excep- 
tion was made in view of provisions 
previously made for her by Mr. Walker 
and his aunt. Likewise, no further be- 
quest is given Judith except in a remote 
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In response to customer requests, Security- 
First National Bank of Los Angeles recently 
issued the first of its new pocket-size Will 
receipts. Frank L. Humphrey, vice president 
in charge of new business in Security's 
Trust Department, said the smaller, simpli- 
fied form is expected to be more convenient 
to both bank and customer. The form is 
prepared with a carbon copy which is signed 
by the customer and retained by the bank. 


contingency upon final distribution of 
the trust created by the will. It is also 
stated that no provision is made for the 
testator’s first wife, now remarried, nor 
for his second spouse who separated from 
him and with whom he made a final set- 
tlement. 


The residue is put in trust for two 
sons with a cousin, a friend and First & 
Merchants National Bank of Richmond, 
who are also named as executors. The 
income is to be applied for the bene- 
ficiaries’ support, maintenance and edu- 
cation until they attain age 25. If they 
marry prior thereto, the trustees are to 
take into consideration the additional in- 
come needs. As each son reaches 25, 
twenty per cent of the principal and the 
accumulated income will be paid over 
to him; at 30, forty per cent of the 
remainder; at 35, the balance. The trus- 
tees may invade principal if such action 
is deemed “reasonably necessary or clear- 
ly advisable. 


WILLIAM R. ABBoTT, former president 
and later chairman of the Illinois Bell 
Telephone Co. before his retirement to 
Florida, named the Barnett National 
Bank of Jacksonville as executor and left 
his entire estate, other than personal ef- 
fects, to The Northern Trust Co. of Chi- 
cago and his son as trustees. Mrs. Abbott 
will get the income and such principal 
as they deem necessary to provide for 
“unusual expenses caused by illness or 
other incapacity or unexpected misfor- 
tune,” but in any calender year not more 
than five per cent of the value of the 
principal on the first day of the year as 
determined by the trustees. 


Louis C. WAGNER, widely known con- 
struction engineer, gave 70 per cent of 
his $150,000 estate to the “Engineers 
Loan Fund of the University of Texas,’ 
from which institution he had received 
his C.E. degree in 1908. This fund was 
chartered by the State in 1931 to receive 
donations and lend money to deserving 
students of the College of Engineering. 
A bachelor, Mr. Wagner provided for 
four cousins out of the remainder of his 
estate which is being administered by 
Houston Bank & Trust Co. as executor. 


HENRY A. PHILLIPS, considered a be- 
hind-the-scenes power in the Mellon fi- 
nancial empire, directed his executors to 
pay his sister Margaret $1,000 within 24 
hours after his death, a provision incap- 
able of fulfillment because of the neces- 
sary time lag in obtaining letters testa- 
mentary. The unmarried decedent gave 
a number of other minor bequests in- 
cluding one to the clergyman officiating 
at his funeral and another to the organ- 
ist. Legacies totalling $31,000 are given 
to various churches and religious associa- 
tions. The residue of the estate is left 
outright to Miss Phillips who was named 
co-executor with Mellon National Bank 
and Trust Co. of Pittsburgh. 
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Tested Procedure for Control of 


Trust Investment Changes 


C. F. ZURLINDEN 


Trust Comptroller, The Central Trust Company, Cincinnati, Ohio 


HE methods of procedure in mak- 

ing changes in the investments of 
trust accounts are different in almost 
every trust institution. In some banks, 
investment changes receive full Invest- 
ment Committee attention before any 
action is taken. In others, the changes 
are submitted for approval by the In- 
vestment Committee after being exe- 
cuted. Somehow, either method appears 
to satisfy the majority of the trust ex- 
amining authorities, whose main inter- 
est in this matter seems to be only that 
investment changes have had _ Invest- 
ment Committee approval. 

However, subsequent approval does 
not bring into action full committee 
judgment except on a negative basis, 
thereby depriving trust accounts in 
many instances of the full measure of 
attention to which they are entitled. 
Certainly from a safety and joint re- 
sponsibility standpoint, the prior ap- 
proval method is preferable and, if 
properly organized, can also be a medi- 
um for setting up various control pro- 
cedures which will carry any program 
for changes in a trust account’s assets 
to its proper conclusion. There follows 
an outline of this type of investment 
change procedure. 


Procedure for Change 


An Investment Program for the buy- 
ing or selling of trust assets is drawn 
up by the Administrative Trust Officer 
to whom the particular trust account 
concerned is assigned. Such program is 
generally the result of study of particu- 
lar security issues by the Investment 
Department or Investment Officer, or 
of a study of the assets of an individ- 
ual trust. The Investment Program 
should show the name and number of 
the trust account, the description of the 
assets to be purchased or sold, the 
number of shares or par value of bonds, 
if a security transaction, the approxi- 
mate unit buying or selling price and 
also any special instructions which may 
need to be followed to properly com- 
plete the Investment Program. 
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The Investment Program is then sub- 
mitted for approval to the members of 
the Trust Investment Committee, and 
if approved it is ready for execution, 
unless consent or further approval must 
be obtained from the donor of the 
trust or other designated parties. In 
such cases, obtaining the necessary con- 
sent or approval is the duty of the Ad- 
ministrative Officer initiating the pro- 
gram, and it must be on hand before 
the program can be sent along normal 
routing for execution. 

Approved Investment Programs are 
turned over to a member of the Trust 
Department staff designated as_ the 
Trader for the placing of the buying 
or selling orders with a broker or agent. 
Experience has taught that it is best 
to center all trading activity in either 
one person or one section of the oper- 
ating section of the department. The 
Trader is granted general discretion in 
the timing of his order placements, so 


ORIGINAL ENTRY copr THE CENTRAL TRUST COMPANY 


that he may take advantage of the 
prevailing trading conditions. 

After the order has been placed and 
the purchase or sale executed by the 
broker or agent, the purchase or sale 
is confirmed by a transaction memo- 
randum. The Trader then checks the 
memorandum the Investment 
Program, noting on the memorandum 
the name and number of the trust ac- 
count for which the order was executed. 

The broker’s or agent’s meorandum is 
then passed on to the Security Clerk 
for checking the computation of the 
cost of the asset purchased or the pro- 
ceeds of the asset sold as shown by the 
bill, and on finding the computation of 
the broker or agent to be correct, the 


against 


Security Clerk begins the preparation 
of a five part Original Entry form 
which sets forth all the pertinent de- 
tails of the transaction. Completion of 
this form starts the operational pro- 
cedures by which the purchase or sale 
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of the trust asset is reflected on the 


trust ledgers. 
Use of Form 


The five parts of the Original Entry 
form (see p. 410) are used as follows: 

Part One is filed in the individual 
trust’s Investment File. 

Part Two is used as a transmittal 
letter to the broker or agent if the 
transaction is a sale or as registration 
instruction if a purchase. 

Part Three is used as a posting me- 
dium by the trust Cash 
Ledger Bookkeeper. 


individual 


Part Four is used as a posting me- 
dium by the trust Asset 
Ledger Bookkeeper. 


individual 


Part Five is used by the Investment 
Department or 
a posting medium for the continuous 
the individual 
trust's assets. (This is really a duplica- 
tion of the of Part Four, but is 
maintained for convenience of the In- 


Investment Officer as 


inventory record of 


use 


vestment Section. ) 

The Security Clerk, in the case of 
a purchase, requisitions a check for the 
amount of the broker’s or agent’s bill 
the Disbursement Clerk, which 
amount is then charged against the 
cash account of the trust for which the 
asset was purchased, and should agree 


from 


with the amount as shown by Part 
Three of the Original Entry form. The 
check is then forwarded by the Security 
Clerk with Part Two of the Original 
Entry form. Part One is retained by 
the Security Clerk as a memorandum of 
an asset receivable until such asset is 
received. 

The Security Clerk prepares a Vault 
Withdrawal Ticket 
has the ticket initialed and approved by 
an Administrative Trust Officer (usually 
the officer who originally initiated the 
Investment Program) and by use of the 


for the asset sold. 


approved Withdrawal Ticket secures the 


actual asset sold from the Vault Custo- 
dian for forwarding to the purchaser. 
The Security Clerk then begins the 
preparation of a five part Original En- 
try form, similar to but Contra in part 
usage to the form previously described 
for asset purchases. The asset sold ac- 
companies Part Two of the selling form, 
and Part One is retained by the Secur- 
ity Clerk as a memorandum of cash 
receivable until payment for the asset 
forwarded to the purchaser is received. 


Eliminates Errors 


Under the procedure outlined, mis- 
takes, if any, are most likely to origi- 
nate in one of three places: namely, 
with the Administrative Officer drawing 
the Investment Program; with the 
Trader placing the order; or with the 
Security Clerk in requisitioning the 
check for an asset purchased or with- 
drawing the asset sold in the case of a 
sale. An automatic check is provided in 
each case. 

The Trust Investment Committee acts 
as check on the Administrative Officer 
during the approval of the Investment 
Program. The Trader checks his execu- 
tion of the program by comparing the 
broker’s or agent’s memorandum of the 
transaction to the approved Investment 
Program and by adding the trust name 
and number to such memorandum be- 
fore passing it to the Security Clerk. 
The Security Clerk checks all compu- 
tations before formulating the Original 
Entry form and, by retaining a part of 
the Original Entry form until the final 
completion of the transaction, contin- 
ues to act as a check until receipt of the 
asset purchased or delivery of the pro- 
ceeds in case of sale of an asset. Method 
of checking and auditing the Security 
Clerk for deposit of assets purchased 
in the Trust Vault or credit of pro- 
ceed for assets sold to the General Un- 


invested Trust Funds Account is the 
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choice of the bank following a pro- 
cedure as outlined. 


The other possibilities of error are 
in the posting of the “interior use” 
sections (Parts 3, 4, and 5) of the Or- 
iginal Entry form. These internal op- 
erations are subject to further check 
and audit through the routine proced- 
ures of the Trust Department, such as 
the report of large uninvested balances, 
Trust Committee report of assets sold 
and purchased, income audit on state- 
ments and remittances, tax data compila- 
tion, etc. plus the regular trial bal- 
ances to all control accounts. 


Generally speaking, the procedures 
herein outlined for making investment 
changes in trust accounts have been 
found highly satisfactory. 
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82nd Consecutive 
Quarterly Dividend 


20c per share, payable June 30 
to stock of record June 16, 1950. 


WALTER L. MORGAN, President 
Philadelphia 2, Pa. 
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An Open-End Investment 
Company 


Prospectus may be obtained from 
your authorized dealer or 


HUDSON DISTRIBUTORS 


Inc. 


Principal Underwriter 


135 S. La Salle St. 115 Broadway 
Chicago 3, Illinois New York 6, N. Y. 
FInancial 6-3223 REctor 2-8356 
Teletype: CG 1141 T'l't'pe:NY1-3347 
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Books 


Personal Life Insurance Trusts 


ALLAN F. SMITH. Matthew Bender & Co., 
Albany, N. Y. 543 pp. $10. 


This new volume fills a great need for 
modern consideration of an extremely 
useful device which, despite its having 
fallen from the high favor of the 20’s 
and early 30’s and the loss of some for- 
mer advantages, is destined, in Profes- 
sor Smith’s judgment, “to continue as an 
alternative mode of property settlement.” 


Dealing first with the characteristics 
and types of life insurance trusts and 
their validity and non-testamentary na- 
ture, the author then proceeds with a 
discussion of the legal problems arising 
in the creation of such trusts; for ex- 
ample, such questions as assignment or 
change of beneficiary, designation of 
trustee, vested interests, reservation of 
powers, selection of beneficiaries, and the 
rule against perpeuities. 

In the chapter on administration are 
analyzed the various duties of the trus- 
tee with respect, inter alia, to payment 
of premiums, collection of proceeds, ex- 
ercise of policy options, creditors’ rights 
and allocation between principal and in- 
come. Some 140 pages are next devoted 
to income, estate and gift tax questions 
incident to insurance trusts. 


The appendices include lists of statu- 
tory provisions relating to exemptions of 
insurance from creditors’ claims, in whole 
or in part, and a suggested form for an 
agreement, one funded and another un- 
funded. 


How to Plan Pensions 


CARROLL BOYCE. McGraw-Hill Book Co., 
New York. 479 pp. $5.00. 


The author being associate editor of 
Factory Management and Maintenance, 
this book is written primarily as a guide 
for business and industry. Disclaiming 
any attempt at imparting actuarial, fi- 
nancial or legal information for the 
technician, Mr. Boyce ably presents ma- 
terial which should be of considerable 
assistance to the person who must de- 
termine pension policy, to the pension 
negotiator, to the man who is to answer 
employees’ questions. 

Despite the disclaimer, however, the 
discussion includes a review of the re- 
quirements of pension plans — eligibil- 
ity, age, vesting, etc., methods of financ- 
ing and administration. The latter third 
of the text deals with the human prob- 
blem under such heads as commun- 
icating with employees about pensions, 
preparing them for retirement and the 
impact of pensions on bargaining, the 
companies and the country. Text of sev- 
eral plans is contained in an appendix. 
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CURRENT LITERATURE NOTES 


Pensions for Employees 


Chamber of Commerce, State of New York, 
New York City. 91 pp. $1.00. 


This booklet contains the proceedings 
of the pension forum recently sponsored 
by the Chamber. It contains papers by 
five experts, on economic problems arising 
from expanded pensions (M. R. Gains- 
brugh), industry’s problems (A. D. Mar- 
shall), moderate sized company’s prob- 
lems (John H. Holzbog), financing vol- 
untary plans (J. W. Myers), and collec- 
tive bargaining (Burton A. Zorn). In 
addition there are some 25 pages of ques- 
tions and answers which followed the 
prepared addresses. 


ARTICLES 


Life Insurance Policy in Probate 


Court 


VINCENT V. R. BOOTH. Insurance Law Jour- 
nal, February. 


This able paper considers the right of 
a guardian to elect an optional mode of 
settlement on behalf of the ward-bene- 
ficiary in the absence of an election by 
the insured. This is generally held to be 
permissible. Where the guardian comes 
into possession of a policy on the ward’s 
own life, there are numerous questions 
regarding the former’s authority to 
change the beneficiary provisions, borrow 
on the policy, surrender it or select non- 
forfeiture options. Generally, an exer- 
cise of rights with sound discretion will 
be approved. 

The majority rule is that, in the ab- 
sence of statutory permission, the guar- 
dian may not invest his ward’s funds in 
a life insurance contract. A number of 
states, however, have such permissive 
legislation but their requirements must 
be carefully observed. The article con- 
cludes with a discussion of the treatment 
of life insurance policies in divorce prop- 
erty-settlements (the author stating that 
in about one-third of the states the same 
court deals with divorce and probate). 


“It smacks of economy—giving me 300 


”? 


stamps to lick, then asking me to lunch 
Copyright 1950 Cartoons-of-the-Month 








Some Problems with Powers 


DANIEL M. SCHUYLER. Illinois Law Review, 
March-April. 


This discussion deals, primarily from 
the “utilitarian point of view of the 
estate planner and draftsman,” with: 
(1) what constitutes the exercise of a 
power of appointment; (2) the exercise 
as it affects rights of creditors of the 
donee; (3) the rule against perpetuities 
as applied to the creation and exercise 
of powers; (4) the position of the trustee 
holding property over which a power has 
been exercised or which is to be dis- 
tributed by reason of the non-exercise; 
and (5) suggestions as to avoidance of 
some problems. 


Employee Pensions in Collective Bar- 
gaining 
Note, Yale Law Journal, March. 


This extremely well documented article 
on a subject of increasing current inter- 
est (See Ain, “Union Sponsored Pen- 
sions,” May T&E, p. 312) traces the his- 
torical background of employer activity 
and union efforts in the field of pensions, 
with particular reference to the stimulus 
provided by the late war. Under the head- 
ing of “Collective Bargaining Process” it 
points out that, while unions have re- 
versed their former antipathy toward 
pension plans, there is still a substantial 
area for disagreement between manage- 
ment and labor, specifically as to methods 
of funding and financing the plan, con- 
tributions by the employees, compulsory 
retirement and the optimum size of the 
bargaining unit in pension negotiations. 
Following an incisive analysis of the 
scope and coverage of existing plans, the 
anonymous author concludes that, while 
private pension plans help meet a vital 
need today, they are no substitute for a 
comprehensive national social security 
program adequate as to benefits and cov- 
erage. 

Estate Planning for Closely Held 
Business 


JOHN H. SMALL. The Tarheel Banker, March 
& April. 


first that a trust depart- 
indefinite oper- 


Asserting 
ment should undertake 
ation of a  decedent’s business, _ the 
author points out the weaknesses of 
buy and sell agreements but the con 
tinued value of life insurance. Sur- 
veying the fundamental problems it 
setting up a business management trust,| 
he considers lifetime preparation for post 
mortem administration, the matters t 
be covered in drafting the instrument ané 
some of the functions of management a 
the trustee. 
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TRUST PERSONNEL CHANGES 


ARIZONA 
Phoenix — G. E. 
Arnold has been 


named publicity di- 
rector for VALLEY 
NATIONAL BAN K. 
Mr. Arnold _ will 
handle press rela- 
tions and internal 
publications for the 
statewide financial 
institution, and will 
be associated in the employee training 
program in addition to serving on the 
advertising committee. Prior to estab- 
lishing his own advertising agency in 
1943, he was vice president and secretary 
of Advertising of Arizona, 
the firm which handles the bank’s adver- 
tising account. 





G. E. ARNOLD 


Counselors 


CALIFORNIA 


-Ben R. Meyer, formerly 
been elected chairman of 


Los Angeles- 
president, has 





HERMAN F. HAHN 


EEN R. MEYER 


the board of UNION BANK & TRUST Co.; 
Herman F. Hahn advanced from execu- 
tive vice president to president; and J. 
C. Lipman from vice president to senior 
vice president. During Mr. Meyer’s ten- 
ure as president since 1916, the bank’s 
resources have grown, without mergers 
or consolidations, from three and a half 
million dollars to more than 160 millions. 
Mr. Meyer is vice president of the Los 
Angeles Clearing House Association. 


Mr. Hahn became associated with Un- 
ion Bank in 1930 as vice president, and 
in 1947 was elected executive vice pres- 
ident. He is past president of the Inde- 
pendent Bankers Association of South- 
ern California. Mr. Lipman became asso- 
ciated with the Bank in 1920 as vice 
president and director. He is the newly 
elected president of California Bankers 
Association. 


Los Angeles—CALIFORNIA TRUST Co. 
elected L. M. Eckert an assistant trust 
officer. Formerly with Vanguard Films, 
Inc., Mr. Eckert joined the California 
Trust in April. He is a graduate of the 
law school at Washington University, St. 
Louis. 


Oakland—In the newly established office 
of SAN FRANCISCO BANK, John Kueffer 
was elected assistant trust officer. 


June 1950 


ILLINOIS 


Chicago—George B. Maxwell has join- 
ed the LA SALLE NATIONAL BANK as as- 
sistant trust officer. An alumnus of the 
University of Illinois, Mr. Maxwell was 
formerly assistant secretary and trust 
officer of the Trust Company of Chicago, 
recently taken over by the LaSalle. 


INDIANA 


Lafayette — First MERCHANTS NA- 
TIONAL BANK & TRUST Co. promoted 
Jonas G. Liste to assistant vice president 
and trust officer. 


MAINE 


Portland — FIRST 
PORTLAND NA- 
TIONAL BANK has 
elected Duncan H. 
Newell, Jr., vice 
president in charge 
of the trust depart- 
ment, succeeding 
Ralph A. Bramhall 
who resigned 
earlier this year to 
devote all his time to Maine Bonding & 
Casualty Co., of which he is president. 
Mr. Newell had previously been with the 
Old Colony Trust Co. in Boston as an 
investment officer supervising account 
portfolios. Upon his graduation from the 
Amos Tuck School of Business Admin- 
istration, Mr. Newell assisted John W. 
Harriman, professor of finance, in writ- 
ing two books on corporation finance and 
investment. He has served as instructor 
at Northeastern University. 





DUNCAN H. NEWELL, JR. 


MARYLAND 
Baltimore—Robert B. Hopkins, Jr., be- 
came an assistant trust officer at the 
BALTIMORE NATIONAL BANK. 





MASSACHUSETTS 


Boston—Edward 
L. Bigelow, vice 
president, director 
and chairman of 
the Trust Commit- 
tee of the STATE 
STREET TRUST Co., 
was elected pres- 
ident to succeed Al- 
lan Forbes who 
had held that office 
since 1911. Mr. Forbes was elected chair- 
man of the board, and Charles Francis 
Adams was elected to a newly created 
office of honorary chairman of the board. 
Mr. Bigelow has been head of the trust 
department for the past 16 years. 


Vice president Sheridan J. Thorup has 
been made chairman of the Trust Com- 
mittee, and William R. Herlihy, Jr., was 
made vice president and trust officer. 





EDWARD L. BIGELOW 


Following his graduation from Harv- 
ard in 1921, Mr. Bigelow went with the 
investment firm of Tucker, Anthony & 
Co. of Boston, where he remained until 
1934 when he joined State Street Trust 
Co. Since then, through serving on var- 
ious committees of the bank, Mr. Bigelow 
has become familiar with its entire oper- 
ation. In addition to being active in the 
Greater Boston Community Fund (now 
the United Community Services), Mr. 
Bigelow is also a director of United 
Fruit Co., a trustee of Wellesley College, 
the Provident Institution for Savings 
and the Children’s Hospital. He served 
briefly in World War I and for three 
years in World War II, both as a civilian 
in the OSS and as a Lt. Colonel in the 
Army. He was honored by Great Britain 
with the Order of the British Empire for 
his service to the allied cause. 


Worcester — Ed- 
ward L. Clifford, 
vice president of 
RHODE ISLAND Hos- 
PITAL TRUST CO., 
and Rhode Island 
Hospital National 
Bank, Providence, 
since 1946, has 
been elected pres- 
ident of WORCEs- 
TER COUNTY TRUST Co. to succeed Wil- 
liam D. Ireland, as of July first. Mr. 
Ireland resigned in February to become 
president of Second National Bank of 
Boston. Harry R. McIntosh, a director 
and treasurer and the senior vice pres- 
ident, was designated by the board as 
the vice president who in the absence of 
the president shall perform his duties. 
Harry C. Midgley, Jr., head of the new 
business department of the Worcester 
bank, was elected an assistant treasurer. 


Mr. Clifford, 44, has had broad experi- 
ence in the Rhode Island banks in the 
credit and trust departments. He served 
aboard the carrier U.S.S. Princeton in 
the Pacific and was separated in 1945 
with the rank of Lieutenant-Commander. 





EDWARD L. CLIFFORD 


MISSOURI 


St. Louis — MERCANTILE-COMMERCE 
BANK & TRUST Co. has announced the 
following five assistant trust officers 
were promoted to assistant vice presi- 
dents (year of entry into bank shown in 
parentheses): Thomas R. Evans (1926) ; 
T. W. Johnson (1919); Victor F. Moel- 
ler (1917); John J. Rabbitt (19138); 
Richard J. Weidert (1929). Herbert W. 
Green (1937) was elected assistant trust 
officer. Mr. Hemingway noted that the 
trust department’s officers have served 
an average of 20 years with the bank. 
Eleven of the 25 officers and six of the 
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employees in training hold law degrees. 
Fourteen officers and employees hold ac- 
counting degrees or certificates. 


NEW YORK 


New York—CHEMICAL BANK & TRUST 
Co. appointed Willis C. Anderson an as- 
sistant secretary in the personal trust 
department. 

New York — 
GUARANTY TRUST 
Co. OF NEW YORK 
has announced the 
appointment 
of William A. Mc- 
Ritchie as a vice- 
president in the 
trust department. 
Formerly a_ trust 
officer, he has been 
associated with the Company since 1928, 
prior to which time he practiced law in 
Florida. 

Other trust department promotions an- 
nounced at the same time are: B. Frank 
Patton, William F. Lackman, and Ham- 
ilton C. Hoyt, formerly assistant trust 
officers, now second vice presidents; 
Ward B. Kinsley, John D. Rippe, Fred- 
erick B. Kingsley, assistant secretar- 
ies, and Joseph F. Myles, assistant trust 
officer. 

New York—UNITED STATES TRUST Co. 
elected Irvin A. Sprague and Berkeley 
D. Johnson vice presidents. Both are in 
the investment department, Mr. Sprague 





WILLIAM A. MCRITCHIE 


TRUST 
EXECUTIVE 


Age 34—married—A.B., 
LL.B. 5 years FBI. 
4 years Trust Officer 
$5 Million department. 
Desires administrative 


position medium sized 


department. Excellent 


references. 


Address: Box S-6-4, 


‘TRUSTS AND ESTATES 








also being a member of the trust invest- 
ment study committee of the New York 
State Bankers Association. 


NORTH CAROLINA 


Hickory—Earl F. Shuford has resign- 
ed as trust officer of First NATIONAL 
BANK OF CATAWBA COUNTY and his 
duties temporarily taken over by C. A. 
Poole, vice president. Manley A. Fuller, 
Jr., was made assistant trust officer. 


PENNSYLVANIA 


Clearfield—Howard M. McGarvey, Jr., 
has been appointed assistant trust officer 
of CLEARFIELD TRUST Co. He is a mem- 
ber of the law firm of Thompson, Frantz 
& McGarvey. 


Leechberg—Dan R. McLanahan has 
been made assistant cashier in addition 
to his present position of trust officer at 
the First NATIONAL BANK. 


Philadelphia — BROAD STREET TRUST 
Co. elected Ernest A. Abney an assistant 
trust officer. 

Philadelphia — 
John Blessing has 
been appointed a 
trust officer at 
PENNSYLVAN- 
IA COMPANY FOR 
BANKING & TRUSTS. 
Mr. Blessing was 
for eight years pro- 
fessor at the Tem- 
ple University 
School of Law, and 
since 1927 has been 
a law clerk in Or- 
phans Court. 

Philadelphia—William G. Foulke has 
been elected vice president and W. Arthur 
Dill, trust officer of PROVIDENT TRUST Co. 
Mr. Foulke, formerly a trust officer, join- 


mee . 





elected vice president and 

trust officer of Farmers 

Deposit National Bank, 

Pittsburgh, as reported 
last month. 


W. ARTHUR DILL 


WILLIAM G. FOULKE 






ed the Provident in 1940 after several 
years in the investment securities bus- 
iness. During the war he served as an 
officer in the Naval Reserve and attained 
the rank of Lieutenant Commander. Mr, 
Dill, who will assist Mr. Foulke in his 
new capacity, joined Provident in 1930. 


RHODE ISLAND 
(see Worcester, Mass.) 


TENNESSEE 


Nashville—THIRD NATIONAL BANK has 
elected Walter J. Diehl as chairman of 
the board and of the executive and fi- 
nance committees, Sam M. Fleming as 
president (to succeed the late Frank M. 
Farris), and D. W. Johnston as execu- 
tive vice president. Mr. Diehl succeeds 
the late Nathan Adams Crockett, and has 
been with the bank since its organization 
in 1927. 

WISCONSIN 

Milwaukee—Sherburn M. Driessen was 
promote to vice president and assistant 
trust officer of MARSHALL & ILSLEY BANK. 
Mr. Driessen is a graduate of the Uni- 
versity of Wisconsin and of the Graduate 
School of Banking. He entered the bank 
in 1928 and in 1945 became assistant vice 
president and assistant trust officer. 


BRIEFS 

Atlanta, Ga.—James C. Shelor, vice 
president in charge of trusts and public 
relations of FULTON NATIONAL BANK, 
has been elected a member of the Na- 
tional Council of the Young Men’s Chris- 
tian Association. 

Newark, N. J.—Leslie G. McDouall, 
vice president in charge of the trust de- 
partment of FIDELITY UNION TRusT Co., 
has been elected a charter member of 
the board of trustees of Rutgers Uni- 
versity. 

New York, N. Y.—BANKERS TRUST 
Co. has acquired the building at 1002 
Madison Avenue, near 78th Street, where 
it will open a branch about July 3. This 
will become its fifth New York office. 


IN MEMORIAM 


FREDERICK L. LIPMAN, retired chair- 
man of the board of WELLS FARGO BANK 
& UNION Trust Co., San Francisco. 





MANAGER TRUST DEPARTMENT AVAILABLE 


Trust officer with exceptionally broad experience large metro- 
politan trust company seeks new connection. After army 
service entered industry becoming senior vice president. Now 
wishes to reenter trust business. Unusual experience operating 
business enterprises. Capable complete management trust 
department or head division of large trust institution. Admit- 
ted to practice state and Federal courts and Supreme Court of 
U. S. Extremely well-qualified. Able, industrious, efficient. 


All replies confidential. 


Address: Box S-6-1, TRUSTS AND ESTATES 
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Employment Exchange 





With its nation-wide contacts, TRUSTS 
AND ESTATES is in an excellent position 
to serve as a clearing house for trust 
employment opportunities. A _ situation 
wanted ad in this section of the magazine 
attracts wide attention but is not a pre- 
requisite to a listing in this column. 

Current seekers of new positions are: 

#1. Head of a $13,000,000 trust de- 
partment, who would like to become as- 
sociated with larger department, experi- 
enced in all phases of trust work. 

#2. Trustman with administrative ex- 
perience, and thorough knowledge of 
estate planning and new business, who 
wants executive position in smaller mid- 
west city. 

+3. Lawyer and former F.B.I. Agent 
with four years of successful trust work, 
who desires an administrative post with 
a medium size department east of the 
Mississippi. 

#4. New business man with 12 years 
background in various phases of trust 
work and most recently in new business 
and estate planning, who is looking for 
broader opportunity in latter fields. 

#5. Trust officer in charge of cus- 
todian division of large bank with ex- 
perience in security transfer taxes. 

+6. Department head with outstand- 
ing record of trust growth, who wishes 
larger area for development. 

+7. Former trust official with long 
background in administrative, investment 
and legal phases of trust work, who 
wishes to re-enter trust business as de- 
partment or division head. 

+8. An experienced trust tax officer, 
who desires broader opportunity in larger 
department. 


Current trustmen 


include: 


opportunities for 


A. An investment management posi- 
tion with a medium size Michigan trust 
company. 

B. Estate planner to head up new 
estate analysis department in sizable 
trust department in Mid-West. 


KENTUCKY TRUST'S 
GOLDEN ANNIVERSARY 


On July 10, 1950 The Kentucky Trust 
Co. of Louisville rounds out a half-cen- 
tury of leadership in fiduciary service. 
Incorporated under the name Kentucky 
Title Savings Bank, ‘and Trust Com- 
pany’ was added to the title, the addition 
of trust powers in 1909, the present name 
being adopted in 1944, 

The First National Bank, founded in 
1863 as ‘the Oldest Bank in the South,’ 
became affiliated in 1909, the two banks 
sharing the same building. The First 





Main wing of The Kentucky Trust and First 
National Building in Louisville, at the Court 
Place and South Fifth Street corner. The 
Trust Department occupies the second floor. 


Kentucky Company, investment house, 
and the First Kentucky Fire Insurance 
Company are also members of the finan- 
cial group. 

Trust assets have increased almost 
five times in the last 15 years. The com- 
pany has a large percentage of invest- 
ment accounts, and special effort is made 
to serve the finance committees of 
churches, schools and charitable organ- 
izations, assisting them in the super- 
vision of their securities. 

Kentucky Trust was the first bank in 
the country to install bookkeeping 
machines, and microfilm has been em- 
ployed since 1935. Another first, the 
Christmas Club, was started in 1912; and 
weekly payments on real estate loans 
were pioneered here, as well as the sell- 
ing of real estate bonds. 


TRUST OFFICER AVAILABLE 


Experienced in administration with a thorough 
knowledge of estate planning and development 
work. Desires executive post in or near the 
Mid-West. Under fifty, excellent academic back- 
ground, active in community affairs, references. 


Address: Box S-6-8, TRUSTS AND ESTATES 





The bank’s officers have always given 
much time and effort to civic and wel- 
fare organizations, to the welfare of 
the staff, and pioneered in the field of 
group insurance in 1931. A retirement 
pension plan adopted in 1944 was the 
first by any bank in the area, top pen- 
sion being 35% of pay at the time of 
retirement, and a job evaluation program 
has been in operation for years. 

Ralph C. Gifford is chairman of the 
board of the Trust Company and its af- 
filiated First National Bank, and Henry 
Y. Offutt is the fourth president in the 
Company’s history. 


A A A 


MERGERS, NAME CHANGES AND 
TRUST POWERS GRANTED 


Hartford, Conn.—Under a _ proposed 
merger of the EAST HARTFORD TRUST Co. 
with the HARTFORD NATIONAL BANK & 
Trust Co., the East Hartford bank will 
become a branch. It is expected that 
Robert D. Olmstead, president of the 
East Hartford bank, will continue in 
direction there as vice president. 

Tallahasse, Fla.—The newly author- 
ized trust department of TALLAHASSEE 
STATE BANK is under the direction of 
John T. Wigginton, trust officer. 


Topeka, Kans.—Directors of CENTRAL 
NATIONAL BANK and the CENTRAL TRUST 
Co. have entered into an agreement to 
consolidate the two institutions under 


OPPORTUNITY FOR 
ESTATE PLANNER 


Sizable and growing Trust De- 
partment, located in middle 
western city of 450,000 popula- 
tion, has opening for a man 
between the ages of 30 and 40, 
who is experienced and well 
grounded in estate planning 
work, to head up a newly cre- 
ated Estate Analysis Depart- 
ment. 


Excellent opportunity for the 


right man, as increasing de- 
mands for this service, hereto- 
fore rendered by our Trust 
Officers, exceed our facilities to 
handle it. At the present time 
we have a backlog of about one 
year’s estate analysis work wait- 
ing for completion, with more 
coming in each week without 
outside solicitation. Please sub- 
mit qualifications, references and 
photograph. 


Address: Box H-6-3 
TRUSTS AND ESTATES 











NEW LOOK IN FINANCIAL HOMES 





In the 75 years that the Troy (N.Y.) Savings Bank was in their 

old quarters depositors increased from 8,700 to 27,300. When 

the 127-year-old institution was opened in 1823 there were only 

two other savings banks in the State. But the above accommo- 
dations proved inadequate to modern demands. 


the name CENTRAL NATIONAL BANK & 
Trust Co. Approval of stockholders is 
required. Trust powers have been granted 
to the new institution. 

White Plains, N. Y.—CouNTy TRUST 
Co. and the CITIZENS BANK plan to 
merge, subject to necessary approvals, 
under the former name. 

Ballarat, Victoria, Australia — BAL- 
LARAT TRUSTEES EXECUTORS & AGENCY 
Co. LTp. has changed its name to FIDEL- 
ITY TRUSTEE Co., LTD. The new name has 
been chosen to more fittingly describe 
expanding business functions outside the 
local area. 












IN 
CANADA 


Guaranty Trust Company 






of Canada is fully equip- 






ped and eminently quali- 
fied to handle the ancillary 






administration of estates 







and other branches of fidu- 


ciary services anywhere in 





Canada. 






Correspondence is invited. 


GUARANTY 
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Company of Canada 











Toronto Ottawa Windsor 
Niagara Falls Sudbury Montreal 





Authorized to conduct 
the business of a trust company 
throughout Canada 
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confusion, dust 


NEW STATE VICE PRESIDENTS 
TRUST DIVISION, A.B.A. 


(Not previously reported) 


Ala.—John Schor, vice president & trust 
officer, Birmingham Trust National 
Bank 

Ark.—Dewey Moore, president, Guaranty 
Loan & Trust Co., Helena 

Colo.—Carl Mechling, trust officer, First 
National Bank, Colorado Springs 

Del.—Joseph P. Wortz, vice president 
and trust officer, Security Trust Co., 
Wilmington 

Fla.—L. V. Chappell, vice president & 
trust officer, First National Bank, 
Clearwater 

Ind.—Ear]1 G. Schwalm, trust officer, Lin- 
coln National Bank & Trust Co., Fort 
Wayne 

Kans.—John R. Tucker, trust officer, 
First National Bank in Wichita 

La.—C. A. Broussard, vice president & 
trust officer, Guaranty Bank & Trust 
Co., Alexandria. 

Md.—William Bowie, vice _ president, 
Prince Georges Bank & Trust Co., Hy- 
attsville 


Mo.—R. B. Hewitt, executive vice pres- 
ident, Union Natl. Bank, Kansas City 


and 
serve three or four times the number the old ones could take 
care of, so the change is on the profit side. 


While the above new quarters were being created, cartoon- 
illustrated cards were handed to customers regretting the noise, 


inconvenience. The new quarters will 


N. J.—Oliver Spaulding, vice president 


and trust officer, Princeton Bank & 


Trust Co. 
New Mex.—J. L. Threadgill, trust offi- 
cer, First National Bank, Albuquerque. 
N. C.—R. A. McPheeters, vice president 


and trust officer, Security National 


Bank, Greensboro 
Ohio—George F. Karch, vice president, 
Cleveland Trust Co. 
N. D.—H. T. Uehling, trust officer, First 
National Bank & Trust Co., Fargo 
Okla.—H. J. Bozarth, vice president, City 
National Bank & Trust Co., Oklahoma 
City 

S. C.—H. D. Folk, cashier & trust officer, 
First National Bank, Holly Hill 

S. D.—C. L. Danforth, president, First 
Dakota National Bank, Yankton 

Tenn.—A. B. Stevenson, vice president 
and trust officer, First American Na- 
tional Bank, Nashville 





Texas—Charles W. Hamilton, vice pres- 
ident and trust officer, National Bank 
of Commerce, Houston 


A A A 
Cleveland, Ohio—Herbert J. Lambach- 
er, assistant trust officer of CLEVELAND 
Trust Co., has been elected president of 
the Cleveland Church Federation. 


CHARTERED 1853 


United States Crust Company of New York 


45 WALL STREET, NEW YORK 


~ 


Bee OVER 95 years the efforts of this Company have been 


directed specifically towards the administration of estates and 


trusts and the management of property in all fiduciary capacities. 


Member 


New York Clearing House Association 


Federal Reserve System 





Federal Deposit Insurance Cerperation 
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ILBERT Stephenson has put his 
finger squarely on the spot when 
he emphasizes the need of understand- 
ing between the entities engaged in the 
different work. His 
suggestion that those who are engaged 


aspects of estate 
in this activity, irrespective of their 
profession or business. provide a means 
by which they can jointly discuss their 
respective problems and express their 
views, is fundamentally sound. 

It seems to that 
have a situation that is very much like 
a group of specialists in medicine or 


me too often we 


surgery. quarreling in the operating 
room over who will make the incision, 
who will give the anesthetic and who 
will do this or that, all of which are 
important to the patient, but in the 
meantime, he dies. Ethics are, of course, 
indispensable to human welfare when 
they are practiced for the benefit of 
human beings. Estate Planning, Estate 
Analysis, or whatever label we choose 
to use, needs a code of ethics and 
standards of procedure common to all 
who are engaged in some department 
thereof. Forums, Councils, Associations 
or Societies in which all, regardless of 
their professional or business designa- 
tion, can participate constitute an im- 
portant step in that direction. 

Here is the concluding instalment of 
Mr. Stephenson’s paper “Consolidating 
Our Gains.” in which he forcefully pre- 
sents this idea. 


Multiplicity of Organizations 


May not the time be near or already 
at hand when we should pause long 
enough to take stock, to assess and con- 
solidate our gains, and to make what- 
ever rearrangement or 
seems to be advisable for further ad- 
vances? In these six associated groups 
there are 11 different possible sets of 
bilateral relationships to be taken into 
account and adjusted. 


reorganization 


This possible multiplicity of organ- 
izations raises a practical problem: In 
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ESTATE ANALYSIS 


in ACTION 


HEMAN T. POWERS 


Powers System of Estate Analysis, Cleveland 


a given community, is it feasible or de- 
sirable to have so many different bi- 
lateral committees or councils to imple- 
ment each of the 11 sets of relation- 
ships? For example, is it practicable in 
any but the largest cities for trustmen 
to have one joint committee or council 
with lawyers, another with life insur- 
ance men, a third with accountants, a 
fourth with tax men, and a fifth with 
estate planning specialists? Is there not 
danger of overdoing organization? Is 
there a single field that might be used 
as a common ground for application of 
each of these 11 sets of relationships? 


Estate Planning as Common Ground 


May not estate planning be used as 
the common ground for all six of the 
groups in the adjustment of their re- 
spective relationships? Every one of the 
six groups is engaged in one or more 
phases of estate planning. Estate plan- 
ning is a field in which each of the 
and 
soundness determined. Relationships are 


relationships can be tested its 
discovered only as they are brought to 
light in actual, not hypothetical, cases. 

Estate planning would seem also to 
be an ideal field for improving the rela- 
tions between members of each of these 
six associated groups. When men work 
together on a common project they tend 
to minimize their differences, to mag- 
nify their similarities, and to increase 
their for the contributions of 
each to the common objective. 


respect 


Once upon a time a group of church- 
men of different faiths engaged in an 
enterprise. As a 
visual aid they set up a display board 
on which each of the participating de- 
nominations was represented by a speci- 
ally labelled electric-light bulb. But they 
soon found that the device would not 
work, because, when they turned on the 
light, the labels peeled off. 


interdenominational 


So it might be with estate planning. 
Turning on the light in planning other 
people’s estates might result also in 


peeling off the labels of occupational 
strains or maladjustments of the estate 
planners themselves. 


After 20 years there are less than 50: 
city life insurance and trust councils. 
although there were 93 cities which by 
the 1940 census had a population of 
100,000 or over each, and perhaps there. 
are twice that number by this time. 


Estate Planning Councils 


May not the time be at hand when, 
some of these larger cities should con- 
sider the organization of estate plan- 
ning councils that would include in, 
their membership selected trustmen, 
lawyers, life insurance men, account- 
ants, tax men, estate planning special-. 
ists, and others who are engaged active- 
ly in any phase of estate planning? This. 
would mean the organization of one 
estate planning council in place of sep- 
arate organizations. 

Such a development would be revo- 
lutionary only in that it would mean a 
shift from occupational to functional 
organization. A person would be in- 
vited to membership in an estate plan- 
ning council, not because he was a law- 
yer or trustman or life insurance man 
or accountant or tax man, but because. 
he was engaged in some phase of estate 
planning. So long as only the exclusive- 
ly occupational type of organization is. 
employed, the inclusion of more than 
two occupations in the same organiza- 
tion probably would be inadvisable in 
that, in order to assure harmony, it 
might mean adjustments and compro- 
mises, to take care of occupational dif- 
ferences, to the point of reducing the 
effectiveness of the organization itself. 
With estate planning as the common 
objective, however, occupational dif- 
ferences might be relegated to the. 
background. 


This suggestion is not altogether with- 
out precedent. Estate planning councils. 
already exist in some ten cities, with 


Fort Worth the pioneer in 1944. The 
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form of organization of these councils 
varies considerably. For example: 


Without constitution or by-laws, the 
business of the Fort Worth Council is 
conducted by four joint committees— 
namely, a committee of six lawyers; one 
of three accountants; another, of six 
life insurance men; and a fourth of five 
trustmen. The 20 members of these four 
committees constitute the Trust Council 
Board. This board elects its chairman, 
secretary, and treasurer. 


In contrast to the informality of 
this organization, the formal articles 
of association and by-laws of the Fort 
Wayne Council call for an executive 
committee of eight, composed of two 
lawyers, two life insurance men, two 
accountants, and two trustmen elected 
at the annual meeting by a majority 
of the members of the Council. Mem- 
bership in the Council is open to any 
member of the bar association, of the 


When in need of — 


life underwriters association, any certi- 
fied public accountant practicing in 
Fort Wayne, and any officer or employee 
employed in a trust department in the 
city who applies for membership in 
writing and pays the annual dues of 
$5. The executive committee elects the 
president, vice president, secretary, and 
treasurer from its own membership. 


The Master Question 


In a very few of the largest cities, 
in which there are active bilateral organ- 
izations, might it not be worthwhile to 
have an overall estate planning council 
that would include in its membership 
persons of all the different occupations 
who are engaged in any phase of estate 
planning? Might this not be accom- 
plished without disturbing any existing 
organizations? Might it not be some- 
what analogous to the council of social 
agencies which already exists in some 
of the larger cities? 


Fiduciary Service in New Jersey 


A cordial invitation is extended to consider the facilities of — 


THE 


MORRISTOWN TRUST COMPANY 


Morristown, New Jersey 


Member Federal Deposit Insurance Corp. 
Member Federal Reserve System 





IOWA'S LARGEST BANK 


Qualified by 82 years 
of experience to act in 
every recognized trust 
and corporate fiduci- 


ary capacity. 





IOWA-DES MOINES NATIONAL BANK 


Founded 1868 


Member Federal Deposit Insurance Corporation 
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In some of the cities which now have 
active life insurance and trust councils, 
might it not be worthwhile for these 
councils to consider converting them. 
selves into estate planning councils by 
opening their membership to lawyers, 
accountants, tax men, and estate plan- 
ning specialists? 

In cities which now do not have a 
bilateral organization of any of these 
groups, might it not be worthwhile to 
organize such estate planning councils, 
and might there not be some advantage 
in their having initial guidance in adopt- 
ing a plan of organization that will be 
the most productive of results? 

The master question is: May not the 
time be near or already at hand when 
these six groups should pause long 
enough to take stock, to assess and con- 
solidate their gains, and to make what- 


ever rearrangement or reorganization 
may seem to be advisable for further 


advance in adjusting their relationships 
with one another for their own good 
and for the common good? 


A A A 
TRUST COUNCIL NEWS 


RGANIZATION of a Life Insur- 
QO ance and Trust Council was voted 
at a meeting in Burlington, Vermont, on 
May 17, attended by thirty underwriters, 
attorneys and trustmen. The statement of 
aims adopted for the proposed Council 
remarks that its object is “to further 
the growth and scope of informed co- 
operation between life underwriters, fi- 
duciaries, lawyers and accountants, and 
to improve the services which their busi- 
nesses and professions can render in 
estate planning through a better under- 
standing of the relationship 
which each profession and business has 
to the other in serving the clients of 
each and the general public.” 


proper 


(N. Baxter Maddox, vice president 
and trust officer of First National Bank 
of Atlanta and chairman of the A.B.A. 
Committee on Relations with Life Un- 
derwriters, calls to attention the avail- 
ability from headquarters of a hand- 
book on the procedure for organizing 
councils. ) 

Pending final organization, Frederick 
E. Gould of New England Mutual Life 
Ins. Co. was named chairman and Al- 
fred W. Thompson of Howard National 
Bank and Trust Co. secretary. The 
committee to formulate by-laws includes 
Raymond A. Briggs of Connecticut 
General Life Ins. Co., attorney Jacob 
Kaplan and Harold F. Ordway, also 
of Howard National. 
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A successful will drafting contest 
sponsored by the Milwaukee Life Insur- 
ance and came to its conclusion Trust 
Council, with the awarding of prizes 
at the dinner meeting on May 22. 
George P. Ettenheim, president of the 
local Bar Association, and one of the 
judges, made the presentations to drafts- 
men of the three best wills submitted 
from each of the two law schools, Uni- 
versity of Wisconsin and Marquette 
University. The contest was arranged by 
a committee headed by Russell J. Clark, 
assistant vice president and trust officer 
of Marine National Exchange Bank. 


The advantages of buy-sell agree- 
ments covering business interests were 
outlined by Isaac S. Kibrick of New 
York Life Insurance Co., at the recent 
meeting of the New Orleans Life In- 
surance and Trust Council. 

At the May 9th meeting of the Life 
Insurance and Trust Council of Eastern 
New York, held at Glens Falls, the fol- 
lowing new officers were elected: 

Pres.: Mark H. Peet, vice president & 
trust officer, Glens Falls National Bank 
& Trust Co. 

V.P.: Spencer L. McCarty, Provident 
Mutual Life Insurance Co., Albany. 

Secy.: A. Moseley Hopkins, Jr., Gen. 
Agent. Penn Mutual Life Insurance Co.., 
Albany. 

Treas.: T. Gardner Day, trust officer, 
Mechanics & Farmers Bank, Albany. 

Joseph Trachtman, New York legal 
editor of Trusts AND EsTaTEs, ad- 
dressed recent meetings of the Delaware 
Life Insurance and Trust Council and 
the Life Insurance and Trust Council 
of North Jersey. The subject of the 
former remarks was “Some Neglected 
Points Estate Planning,” and the 
second was “Disposition of Business In- 
terests.” Mr. Trachtman also spoke be- 
the Tax Institute conducted last 
month by the Connecticut Bar Associa- 
tion, on the topic, “The Marital Deduc- 
tion.” 

The April meeting of the Estate 
Planning Council of /ndianapolis, fea- 
tured a_ panel “Why 
Make a Will?” Attorney Grier Shot- 
well, trust officer Carter Tharp of 
Fletcher Trust Co., and probate com- 
missioner William F. Elliott were the 
panel members. 


The Baltimore Life Insurance and 
Trust Council concluded on May 25th 
a series of five monthly lectures on 
“Estate Planning under the Revenue 
Act of 1948.” Four local attorneys and 
a life underwriter were the speakers. 


in 


fore 


discussion on 


June 1950 


The Cincinnati Council of Life Un- 
derwriters and Corporate Trustees had 
as its guest speaker for the April meet- 
ing Paul A. Roth, assistant secretary of 
Central Hanover Bank & Trust Co., 
New York. Mr. Roth explained “How 
Do You Get Them Interested?” 

The April meeting of the Life Insur- 
ance Trust Council of Cleveland heard 
Indianapolis attorney Milton Elrod, Jr., 
discuss “Estate Planning for the Man 
of Modest Means.” At a third Ohio 
Council — in Dayton — Richard L. 
Ramseyer, trust officer of the Winters 
National Bank, concluded his descrip- 
tion of the steps in probate. 


William B. Minehan, assistant secre- 
tary, Northwestern Mutual Life Insur- 
ance Co., Milwaukee, addressed a joint 
luncheon of the Chicago Life Insurance 
Trust Council and the Chicago Associa- 
tion of Life Underwriters May 16, on 
“Meeting Estate Problems 
Head-On.” 


Ls Si Se Son Sinha SS Sie So Se Se Se SSS SSS 


People’s 


The concluding presentation in the 
series begun last October by the Fort 
Worth Trust Council was made at the 
May 15th meeting by Rupert N. Gre- 
sham of the San Antonio law firm of 
Boyle, Wheeler, Gresham & Davis. Mr. 
Gresham outlined “A Suitable Plan for 
John and Mary Jones,” based on a set 
of facts which formed the foundation 
of the monthly discussions of various 
phases of the estate planning and ad- 
ministration problems involved. 

A a 6 

Booklet on Joint Tenancies 

The Trust Division of the California 
Bankers Association recently published 
the second edition of its booklet on 
Joint Tenancies in California. The book- 
let, describing this form of ownership, 
its advantages and disadvantages, and 
its effect on taxes, was again written by 
Walter L. Nossaman, of the Los Angeles 
Bar, who is California legal editor for 
TRUSTS AND ESTATES. 
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TRUST SERVICE EXCLUSIVELY 
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INCOME TAX 


Alimony payments not deductible un- 
less paid incident to divorce decree. On 
February 27, 1927, taxpayer entered 
into written agreement with husband, 
providing for support and maintenance. 
On June 10, 1927 and August 1, 1927, 
interlocutory and final decrees, respec- 
tively, were entered. Agreement was not 
mentioned in either decree, nor was 
there any provision made in either of 
them for alimony. Commissioner deter- 
mined that payments under agreement 
were income to wife under Code Section 


22(k). Tax Court overruled Commis- 
sioner. 
HELD: Affirmed. Section 22(k) ap- 


plies to agreement under which alimony 
payments are made only where agree- 
ment is incident to divorce decree. Comm. 
v. Walsh, C.A., Dist. of Col., April 24, 
1950. 


Payments made from estate taxable to 
recipient to extent made out of income. 
Taxpayer entered into antenutial agree- 
ment with husband under which she was 
to receive $300 monthly after his death 
for fifteen years, with a final payment 
of $20,000 if she were then living. In 
1936, husband died and wife received 
payments of $300 each month from his 
estate. Commissioner included these pay- 
ments in wife’s income. 


HELD: Payments taxable since they 
were made out of income. Townsend v. 
Comm., C.A.-6, April 17, 1950. 


Income from long term trust not tax- 
able to grantor. Taxpayer purchased 
realty and had sellers convey it to him 
as trustee for his two minor daughters. 
He did not sign deed. It provided, in 
substance, that as trustee for children, 
he could control property for their use 
and benefit. Taxpayer’s authority in- 
cluded leasing, improving, selling or ex- 
changing property. Trust was to termin- 
ate when younger child (then aged 
seven) reached age of twenty-one and 
thereupon, entire trust was to vest in 
two children. Later, taxpayer, with his 
own funds, paid off mortgage on prop- 
.erty. As trustee, he then mortgaged 
property to obtain funds to build a build- 
ing which as trustee he leased to A. & 
P. He paid additional sums expended on 
the property from his own funds. Some 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


moneys were loaned by him and repaid. 
Lessee paid all rents directly to mort- 
gagee. Commissioner included income of 
trust in taxpayer’s income under doc- 
trine of Clifford case. 

HELD: Income from property not 
taxable to taxpayer as grantor. Clifford 
doctrine not applicable. Even if it were 
assumed that deed from sellers did not 
create a trust, lease and mortgage, both 
signed by taxpayer, did create and 
prove such trust when considered to- 
gether with deed. Trust was for long 
period, was irrevocable and, upon term- 
ination, principal would vest in chil- 
dren. Under these circumstances, Clif- 
ford rule did not apply. Klein v. Comm., 
14 T.C. No. 87, April 27, 1950. 


ESTATE TAX 


Where charitable remainder ascertain- 
able, deduction allowed. Decedent  be- 
queathed entire residue of estate in trust 
to pay income to one Lillian MacDonald, 
who had lived with her for twenty years 
as nurse, companion and friend. Upon 
death, principal was bequeathed to cer- 
tain charitable organizations. Will also 
directed trustee to advance to Miss Mac- 
Donald “such sums of principal as may 
be necessary for her proper care, sup- 
port and maintenance.” Commissioner 
disallowed deduction for remainder to 
charity on ground that amount was too 
uncertain and not ascertainable. 

HELD: Remainder to charity could 
be definitely ascertained for purpose of 
allowing deduction. Will sets up a defi- 
nite and fixed standard for exercise of 
trustee’s discretion. Beneficiary lived 
plain and simple life. Income from trust 
was ample for her needs. Words “proper 
care, support and maintenance” author- 
ized use of principal only to extent nec- 
essary to maintain objective measure of 
standard of living enjoyed by life tenant 
at decedent’s death. Lincoln Rochester 
Trust Co. v. Comm., C.A.-2, April 19, 
1950. 


Property not includible in decedent’s 
estate, because of power to accumulate 
trust income. Decedent conveyed to her- 
self, as trustee for her four adult chil- 
dren, certain farm lands subject to 
mortgages on which she was primarily 
liable. She reserved to herself right to 
pay off mortgage notes out of income 
of lands or in whatever manner she 


deemed best for beneficiaries. She also 
had right to withhold income from bene- 
ficiaries and add it to principal. Trust 
was to continue for life of grantor, ex- 
cept that she reserved right to termin- 
ate it at any time during her lifetime, 
In case of termination, principal was to 
go to beneficiaries or their heirs at law. 
Commissioner included trust property in 
decedent’s estate. 

HELD: Trust property not includible 
in estate. Commissioner was wrong in 
contention that trust was includible in 
any one of three 
following grounds: (1) Reservation of 
right of enjoyment of income by hav- 
ing it applied against her obligation on 
mortgage notes; it is not a general or 
indefinite benefit but a pecuniary bene- 
fit that is necessary for a transaction to 
constitute a reservation of income; here, 
no pecuniary benefit resulted to decedent 
by payment of mortgage notes. (2) 
Reservation of right to withhold income 
from beneficiaries; no arbitrary power 
to accumulate income vested in 
trustee; was discretionary and 
was governed by determinable stand- 
ards, namely, best interest of benefici- 
aries and of trust. And (3) Reservation 
of right to terminate trust at any time; 
power of decedent to terminate trust 
could not have created or terminated any 
right of enjoyment of trust property or 
changed person or persons who were 
entitled to enjoy it, since during con- 
tinuance of trust absolute fee was in 
trustee and four beneficiaries. Est. of 
Hays v. Comm., C.A.-5, April 14, 1950. 


decedent’s estate on 


was 
power 


Commuted value of pension payable to 
wife at husband’s death not includible 
in husband’s estate. Pursuant to terms 
of a compulsory pension plan established 
by his employer to which decedent and 
employer had contributed, annual pen- 
sion was payable to his wife upon death. 
Decedent possessed no election under 
plan either with respect to naming of 
his wife as surviving pensioner or as 
to amount of pension she would receive. 
Plan provided that sums payable to de- 
cedent and his wife, as pensioners, were 
subject to reduction at any time and 
also to discontinuance in their entirety 
under certain circumstances, such as 
unauthorized acceptance of a_ position 
with a similar company, conviction of 4 
felony, etc. Commissioner included com- 
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muted value of widow’s pension in de- 
cedent’s estate. 

HELD: Commissioner overruled. 
While commuted value of survivorship 
annuities has been held includible in 
an estate as transfer intended to take 
effect at or after death, even where 
survivorship rights were not acquired 
by decedent through a cash purchase but 
incident to employment contract, in those 
eases decedent had to elect to take a 
smaller sum on condition that his wife 
would continue to receive a pension after 
his death, and exercised election. In in- 
stant case, decedent never exercised such 
an election. Widow’s pension was _ sep- 
arate and distinct from decedent’s, and 
thus those cases do not apply. Miller Est. 
v. Comm., 14 T.C. No. 84, April 21, 1950. 


Government obligations issued after 
March 1, 1941, held in this country are 
includible in estate of non-resident alien. 
Decedent, non-resident alien, not en- 
gaged in business in United States, died 
in May, 1945. Among assets of her 
estate were United States Government 
bonds and certificates of indebtedness 
issued both before and after March 1, 


1941. Commissioner included all bonds 
in estate. 
HELD: Only bonds issued after 


March 1, 1941, includible under Regula- 
tions. Guebriant Est. v. Comm., 14 T.C. 
No. 79, April 18, 1950. 


Valuation of minority interest in 
family holding company based upon 
prospective yield. When decedent died in 
1943, executors filed return, reporting 
gross estate of $1,228,000. Included in 
estate were 1861 shares of stock in 
Henry P. Baldwin, Ltd. which executors 
valued at $285 per share. Corporation 
was personal holding company with 15,- 
000 shares of outstanding stock. Com- 
missioner determined that value of de- 
cedent’s stock at death was $300 per 
share and assessed a deficiency. 

HELD: Value of stock at date of 
death was $323 per share. Refund de- 
nied. Judgment granted on defendant’s 
counterclaim. On testimony of valuation 
experts, stock could have been sold with- 
in reasonable time after decedent’s death 
at price established on basis of purchaser 
receiving a yearly dividend yield of ap- 
proximately 6 2/10% on the amount of 
his investment. Bishop Trust Co. v. 
United States, U.S.D.C., Hawaii, April 
28, 1950. 


GIFT TAX 


Transfers not gifts where mental ca- 
pacity lacking. Decedent had _ sizable 
estate which was faced with substantial 
shrinkage, because of her senility and 
mental impairment. She was_ obsessed 
with idea that she had inexhaustible 
funds and was constantly doing things 
that plainly indicated she did not under- 
stand extent or value of her property. 
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In 1941, her four daughters, not want- 
ing to have her adjudged mentally in- 
competent, caused her to execute a gen- 
eral power of attorrey to her son-in-law. 
Thereafter, son-in-law conveyed entire 
property to decedent’s four daughters in 
consideration of their paying decedent 
$100 per month each. No gift tax return 
was filed. Decedent died in 1943. Com- 
missioner assessed gift tax deficiency. 

HELD: No gifts were made for taxa- 
tion purposes. Decedent did not have 
sufficient mental capacity to understand 
the nature of transactions and, there- 
fore, transfers did not constitute taxable 
gifts. Estate of Crawley v. Comm., T.C. 
Memo, March 30, 1950. 


Gifts in trust for persons under dis- 
ability are gifts of future interests not 
entitled to exclusion. Taxpayer estab- 
lished trusts for his three grandchildren. 
Trustees were required to pay net in- 
come to beneficiary until he or she at- 
tained 25, whereupon principal was to 
be distributed. Trustees were authorized 
to pay income to mother of beneficiaries 
for their benefit. In 1945 and 1946 tax- 
payer made additional gifts to trusts, 
taking annual exclusion of $3,000 for 
each donee in each year. Commissioner 
determined that exclusions should be 
reduced on ground that gifts were gifts 
of future interests against which no 
portion of statutory exclusion was al- 
lowable. Exclusions were allowed to ex- 
tent of presei.t worth of right to receive 
income from trust property until bene- 
ficiaries would reach age of twentyfive. 

HELD: Gift of income was one of 
present interest, but beneficiaries were 
precluded under Georgia law from pos- 
sessing, enjoying and using principal 
until they attained age of 21. This post- 
ponement of economic enjoyment re- 
quired that gifts be construed as gifts 
of future interests, as to which exclu- 
sions were properly denied. Ashcraft v. 
Allen, U.S.D.C., M.D. Ga., Macon Div., 
May 10, 1950. 


BUREAU RULINGS 


Contributions of predecessor company 
to pension plan, to fund past service 
credits, deductible by successor to extent 
of carryover which had not been de- 
ducted. Predecessor company had made 
contributions to fund past service credits 
under pension plan which was_ subse- 
quently taken over by new company. 
Predecessor had paid $500,000 in 1947 
to pension plan. It deducted one-tenth 
in each of years 1947, 1948 and 1949, 
leaving a balance of $350,000 in 1949, 
when company was liquidated and its 
assets transferred to new company pur- 
suant to a statutory merger. New com- 
pany sought allowance of deduction of 
balance of $350,000. 


Commissioner ruled that new company 
acquired assets of predecessor company 


pursuant to statutory merger which, by 
operation of law, effected a fusion of the 
assets and liabilities of the respective 
companies. Therefore, it is entitled to 
deductions in succeeding years, com- 
mencing with 1950, with respect to the 
balance of $350,000 to the same extent 
as the predecessor company would have 
been entitled had it continued in busi- 
ness. P. S. No. 62, May 5, 1950. 


Taxability of dividends assigned after 
declaration. Inquiry was made of Com- 
missioner as to treatment for Federal 
income tax purposes of dividends re- 
ceived on December 31, 1940 by executor 
of estate in process of administration, 
and paid to a charitable foundation, 
pursuant to an assignment made by 
life income beneficiary of residuary 
estate on December 30, 1940. Commis- 
sioner ruled that dividends were _ in- 
cludible in income of life beneficiary. 
I. T. 4007, 1950—9, 138345. 





Sale of partnership interest is sale of 
capital asset. Internal Revenue Bureau 
has heretofore held that sale of a part- 
nership interest is sale of selling part- 
ner’s undivided interest in each specific 
partnership asset. Overwhelming weight 
of cases, however, hold partnership 
interest is capital asset and any gain or 
loss arising from sale of such an inter- 
est is a capital gain or loss. In view of 
court decisions, Bureau now recognizes 
that sale of interest in partnership is 
sale of capital asset, subject to provi- 
sions of Section 117 of Internal Revenue 
Code. Application of rule will be limit- 
ed, however, to those cases in which 
transaction, in substance and in effect, 
is essentially sale of a partnership in- 
terest. G.C.M. 26,379, 1950-10-13353. 


Deadline for release of powers. A 
further extension until July 1, 1951, of 
the time for tax-free release of certain 
powers of appointment, is proposed un- 
der House Joint Resolution 480 intro- 
duced shortly before press time and re- 
ferred to the Ways and Means Commit- 
tee. 


A A A 


Tenth Edition of 


“Investment Companies” 


The tenth annual publication of “In- 
vestment Companies” by Arthur Wiesen- 
berger was announced at a luncheon June 
6th, attended by members of the trust 
and financial fraternity and press. R. C. 
Kramer, Chairman of the Board of Inter- 
state Department Stores and of Gerli & 
Co., discussed the advantages of invest- 
ment of pension funds in mutual funds, 
pointing out that equities provide the best 
hedge against inflation. This timely sub- 
ject is included in the Wiesenberger book, 
a compendium of information on invest- 
ment companies, which sells for $15. 
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RECENT FIDUCIARY DECISIONS 


ACCOUNTING — Court — Direct No- 
tice to Trust Beneficiaries Required 
Massachusetts—Supreme Judicial Court 


N. E. Peabody Home for Crippled Children v. 
Page, 1950 A. S. 565; April 27, 1950. 


Trustees under Clause 1 of the will 
were given certain property in trust to 
transfer the same or sell and transfer 
the proceeds to a Home for Aged Men 
and Aged Couples to be formed in 
Waltham, provided it was done within 
a certain time. Otherwise the property 
was to fall into the residue. The residue 
was also in trust, the remainder to go 
to three charitable organizations, X, Y 
and Z. The trustees under Clause 1 
filed their first and final account showing 
a transfer of the property to the Leland 
Home. The citation on the account was 
in the usual form, calling for notice by 
delivery or registered mail to all parties 
interested, with publication if all parties 
did not receive actual notice. The return 
showed service “as ordered” by mailing 
and publishing. 


It appeared that no notice was in fact 
given to X, Y and Z, the registered mail 
notice being given only to the three trus- 
tees of the residuary trust, of whom two 
were also trustees under Clause 1. The 
three charities petitioned for revocation 
of the decree allowing the account, on 
the ground that the lack of notice to 
them deprived them of the opportunity 
to object to the transfer to the Leland 
Home which, if it qualified to receive the 
trust fund under Clause 1, would also 
receive a legacy of $125,000, which would 
otherwise fall into the residue. Also it 
would be entitled to a share of the 
residue, which would otherwise go to X, 
Y and Z. 


HELD: The decree of the probate 
judge revoking the decree allowing the 
account was correct. While ordinarily in 
matters between a trust and the outside 
world the trustees represent the interests 


of the beneficiaries, this principle did 
not apply here. If the trustees of the 
residuary trust objected to the transfer 
to the Leland Home, they would not only 
be adding $125,000 to the residue, but 
they would be depriving one of their own 
beneficiaries of its share in the residue. 
Their interests were in conflict, and 
hence the interests of the beneficiaries 
could not be adequately represented by 
the trustees, and notice should have been 
given to all parties interested, not merely 
to the trustees. 


ACCOUNTING Court Parties 
where Surviving Trustee is also 
Executor of Deceased Co-Trustee 


New York—cCourt of Appeals 


United States Trust Co. of New York v. Bingham, 
203 W. 'Y.. 8. 


A corporate trustee as surviving trus- 
tee of an inter vivos trust, brought an 
action for judicial settlement of the ac- 
count of the trustees for the period end- 
ing with the death of the individual co- 
trustee. The corporate trustee was also 
executor of its deceased co-trustee. The 
accounting party named as defendants 
only the beneficiaries of the inter vivos 
trust and itself as executor of the will 
of its deceased co-trustee. 


HELD: The beneficiaries under the 
will of the deceased co-trustee need not 
be made defendants. If the corporate 
trustee was guilty of any breach of trust 
in dealing in the accounting proceeding 
with a claim of the estate of the deceased 
individual trustee for commissions, the 
remedy of the beneficiaries of the de- 
ceased co-trustee is to compel the cor- 
porate trustee to account therefor as exe- 
cutor of the deceased co-trustee. 


A & A 


Grants made by the New York Com- 
munity Trust last year totaled $1,065,065 
compared with $649,910 in 1948. 


CONTRIBUTING LEGAL EDITORS* 


CALIFORNIA: Walter L. Nossaman—Brady & Nossaman, Los Angeles 

DISTRICT OF COLUMBIA: Harold A. Kertz—Roberts & McInnis, Washington 
KENTUCKY: Squire R. Ogden—Ogden, Galphin & Abell, Louisville 
MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn 

MISSOURI: Robert Neill, Jr.—Thompson, Mitchell, Thompson & Douglas, St. Louis 
NEW JERSEY: Samuel J. Foosaner—Foosaner & Saiber, Newark 

NEW YORK: Joseph Trachtman—Attorney-at-Law, New York City 

OREGON: Clarence D. Phillips—Griffith, Peck, Phillips & Coughlin, Portland 
PENN.: E. C. Shapley Highley—Spiegel, Highley & Lower, Philadelphia 
RHODE IS.: Colin MacR. Makepeace—Tillinghast, Collins & Tanner, Providence 


*This roster is published in the January issue only. In others, only currently reporting attorneys are listed. 





422 


AssETs — Administration — Public 
Administrator Appointed as “Suit- 
able Person” Over Heirs’ Objection 


Massachusetts—Supreme Judicial Court 
Black v. Dobbins, 1950 A. S. 481, April 3, 1950. 


X died leaving six heirs, none of whom 
lived in Massachusetts. One Glaser ap- 
plied for appointment as public admin- 
istrator. While this was pending Black 
applied for appointment as regular ad- 
ministrator, his petition being assented 
to by two of the heirs. An appearance in 
opposition was filed by an attorney in 
behalf of three of the heirs. The judge 
gave counsel an opportunity to agree up- 
on an administrator, but as they could 
not agree, he appointed Glaser as regular 
administrator. He made a finding that 
both Black and Glaser were suitable per- 
sons. The heirs represented by Black ap- 
pealed, claiming that under the circum- 
stances the judge was required to appoint 
their nominee. 

HELD: The court had the power un- 
der G.L. 193, §1, to appoint a suitable 
person. With Black in the picture repre- 
senting two heirs it could not appoint a 
public administrator, but as Glaser was 
a suitable person it had the power to ap- 
point him regular administrator. 


AssETs — Administration — Right of 
Special Administrator to Recover 
Property of Decedent’s Estate 


California—Supreme Court 


Cartwright v. Cartwright, 96 A.C.A. 
12, 1950). 


1046 (Apr. 


Decedent Mary E. Cartwright left a 
document designated as a “gift list” in 
the nature of a holographic will, which 
was filed with the County Clerk but 
never probated. This document purported 
to dispose of certain personal property 
of the decedent. Defendant Alexander 
Cartwright, pursuant to this document, 
distributed the personal property to var- 
ious persons. The Superior Court refused 
to give judgment to the plaintiff Special 
Administrator for these items, recovery 
of which was sought from the defend- 
ants. 

HELD: Error. The informal distribu- 
tion of the property was not a lawful 
distribution and the persons receiving 
it are accountable to the Special Ad- 
ministrator for the property or its value. 


DISTRIBUTION Deductibility of 
Loan to Beneficiary 


United States—District Court, D. of C. Circuit 


In re Estate of Hope, 78 Washington Law Re 


porter 350. 


Testatrix resided with a son, Edward. 


The son’s home was unsuitable, as testa- 
trix had to be carried up and down stairs 
because of a heart ailment. Edward re- 
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quested and received from testatrix the 
sum of $3,700 to assist him in the pur- 
chase of a new home. On February 10, 
1947, Edward executed a receipt for the 
$3,700 which provided that this sum 
was to be considered as a part of the 
legacy to be left to him. On May 31, 
1947, testatrix executed a will disposing 
of her residuary estate in equal shares to 
her two sons, Edward and John. No men- 
tion of the loan was made. 

Sometime in May 1947, a proposed 
agreement between Edward and _ the 
testatrix was drawn which provided 
that Edward would maintain a home 
for testatrix. This agreement was never 
executed. A further paper dated June 
10, 1947, was executed by Edward 
wherein he agreed to provide a home 
for his mother during her life. On the 
same day Edward purchased a house and 
testatrix made her home with him. 

The testatrix died on August 16, 1947, 
and there were found among her personal 
effects the will, the receipt and the paper 
above referred to. Edward qualified as 
administrator of the estate and filed a 
petition for instructions. The question for 
determination is whether or not the loan 
of $3,700 evidenced by Edward’s receipt 
should be considered an advancement de- 
ductible from his share of the estate 
under the will. 

HELD: The loan of $3,700 should be 
deducted from the amount due Edward 
under the will, as the facts clearly indi- 
cated the testatrix’ intent that her two 
sons should share equally in the estate. 
This was apparent both from the terms 
of the will and from the testatrix’ action 
in preserving the receipt and placing it 
in a sealed envelope subsequent to exe- 
cution of her will. The other papers, in- 
cluding the draft of proposed agreement 
and the paper of June 10, 1947, were 
merely self-serving and without value in 
ascertaining the testatrix’ intent either 
at the time of making the loan or at the 
time of making her will. 


DISTRIBUTION ——- Enemy Alien Could 
Inherit Through Property Custo- 
dian 

Missouri—Supreme Court, Div. 2 

American Red Cross v. Hannibal Nat. Bank, 228 

S.W. (2d) 679. 

Testator, who died on March 28, 1945, 
bequeathed certain money in equal shares 
to his four brothers or the heirs of their 
bodies. He then provided: “In case it is 
not possible for my brothers to inherit 
because of living in an enemy country, 
I give and bequeath this money as fol- 
lows, to-wit: (to four named _institu- 
tions) .”’ 

On March 26, 1947, the alien property 
custodian of the United States issued 
an order finding that the four brothers 
were residents and nationals of a desig- 
nated enemy country (Roumania) and 
vesting the property in the Attorney- 
General of the United States. The cir- 
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cuit court approved the final settlement 
and the order of the probate court di- 
recting payment of the money to the 
Office of Alien Property Custodian. The 
named institutions appealed. 


HELD: Affirmed. Under the public 
policy of Missouri, aliens may inherit 
personal property. The term “inherit,” 
as used in the will, did not mean that the 
brothers should be entitled to immediate 
possession, but only that they have the 
capacity to inherit the property in ques- 
tion. 


INVESTMENT POWERS — Impossibil- 
ity of Performing Testator’s Direc- 
tion to Invest in Stocks Having 
Rating by Specified Financial Ser- 
vice 

New York—Surrogate’s Court, New York County 


Matter of Bellinger, N. Y. L. J., March 20, 1952, 
p. 982. 


The will authorized investment “up to 
thirty-five per cent (35%) in common 
stocks of companies with a financial rat- 
ing of Moody’s and Poor’s Financial 
Services of ‘A’ or better; up to one hun- 
dred per cent (100%) in bonds of cor- 
porations with a financial rating of the 
above Services of ‘A’ or better, and up 
to seventy-five per cent (75%) in pre- 
ferred stocks of such corporations.” 
Some years before the date of the Will, 
M. and P. discontinued rating common 
and preferred stocks but continued to 
rate bonds. 

It was urged that (a) the testator did 
not know that rating of stocks had been 
discontinued by M. and P.; (b) the con- 
ditions imposed by him are impossible of 
performance; (c) he intended to author- 
ize investment in common and preferred 
stocks with a rating of ‘A’ or better; 
(d) the only comparable rating service 


| 


now in existence is ‘“Fitch’s Stock 
Record,” which has a higher standard, 
and (e) to carry out his intent the name 
“Fitch’s Stock Record” should be sub- 
stituted for ‘“Moody’s and Poor’s Finan- 
cial Service.” 


HELD: No financial service may be 
substituted for the one proposed by the 
testator; the provisions of the Will are 
ample to allow for diversified invest- 
ments. The Surrogate relied on Matter 
of Wolfsheim, 72 N. Y. S. (2d) 502, in 
which it was observed that the testator 
did not say that the fiduciaries must in- 
vest in certain ratings, that if he knew 
that Moody had ceased to rate preferred 
stocks, he might well have assumed that 
such rating might be resumed, and he 
did not say that any other rating would 
be acceptable. 


INVESTMENT POWERS — Retention 
by Corporate Trustee of Own Stock 
Acquired on Affiliation Not Per- 
mitted 


Rhode Island—Supreme Court 


City Bank Farmers Trust Co. v. Taylor, 69 A. (2d) 
234. 


Testator owned stock in a trust com- 
pany and also in a bank and named that 
trust company and his widow as trustees 
under his will. After his death the trus- 
tees purchased additional shares of stock 
of the bank and later the trust company 
and the bank affiliated under an agree- 
ment whereby the bank acquired all but 
the directors’ shares of the trust com- 
pany stock and held them for the benefit 
of the bank’s stockholders. The bank gave 
the trust five shares of its stock in ex- 
change for each of the trust’s shares of 
the trust company stock. All the trust 
company stockholders made a similar ex- 
change. 
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The will authorized the trustees to re- 
tain stocks owned by the testator, to in- 
vest in securities whether or not of a 
character prescribed by law for trust in- 
vestments and to participate in the reor- 
ganization of any corporation in which 
the trust held stocks. The beneficiaries 
and guardian ad litem joined in the 
prayer of a bill for instructions asking 
approval of the trustees’ acceptance of 
the new bank stock. 


HELD: The corporate co-trustee ac- 
quired what was in effect a block of its 
own stock which was over 29% of the 
assets of the trust. These were not the 
same stocks held by the testator at his 
decease. The requirement of undivided 
loyalty of a trustee prevents its acquir- 
ing stock under these circumstances and 
no provisions of the will are applicable 
so as to authorize it. 

Since it might not be to its advantage 
to sell the stock on a falling market, 
whereas it might be to the trust’s ad- 
vantage to do so, a trustee, in the ab- 
sence of clear provisions of the instru- 
ment, may not invest trust funds in its 
own stock. The trustees should have di- 
vested themselves of such stock within 
a reasonable time after affiliation not- 
withstanding the exceedingly profitable 
purchase and retention of the stock in 
question. 

NOTE: This case was decided some 
months ago, but is reported at this time 
because of renewed interest in the sub- 
ject. 


YOU BE THE JUDGE 


By JOSE SCHORR 


(Reprinted from April 22, 1950, 
Saturday Evening Post) 


For fifteen years an enraged husband tried 
in vain to get rid of his nagging wife. Finally 
giving up, he cut her out of his will with 
some of the most vituperous words a man 
ever wrote to deplore an unhappy marriage. 


Years later, when the man died and his 
will was read, the poor widow was terribly 
shocked. “So that’s what he thought of 
me!” she said. She promptly sought to re- 
coup her fortunes by suing her husband’s 
estate and executor for libel. 


The executor answered that nasty words 
do not become libel until they are told to 
someone. Far from telling, the husband had 
poured out his woes into the secrecy of a 
will which he promptly locked up in his 
safe-deposit vault. 

“In opening the will and making it pub- 
lic,” the executor added, “I was only doing 
my duty as required by the law. So, while 
your late husband may have said some 
harsh things, there isn’t anybody whom you 
can hold responsible.” 


If you were the judge, would you declare 
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JoInT TENANCY — Bequest of Ten- 
ancy in Common Lapses 


New Jersey—Superior Court, Chancery Div. 
Lawes v. Lynch, 72 A. (2d) 415. 


Will left $5,000 and life estate in all 
residue to testator’s widow, with pro- 
vision that “After the death of my said 
wife if there be no child or children en- 
titled to receive my estate under and ac- 
cording to the terms of my Will, then I 
give, devise and bequeath all my estate” 
to two named sisters and _ testator’s 
father, “to be divided equally among 
them to them and their heirs and assigns 
forever.” Testator left no issue. His 
father predeceased him. 


’ 


Widow’s executor claimed one-third of 
remainder of residuary estate, upon 
theory that gift to father lapsed by rea- 
son of his death in lifetime of testator, 
and that to this extent, testator died in- 
testate, with result that his wife as next 
of kin succeeded thereto under statute of 
distribution. 


HELD: Judgment for widow’s execu- 
tor. Gift of remainder of residuary estate 
to father and sisters by name, to be di- 
vided equally among them presumptively, 
created a common tenancy. Thus, sisters 
and father held as tenants in common 
without right of survivorship. Where a 
portion of residuary gift lapses, lapsed 
portion does not fall back into balance 
of residue, but passes under statute of 
descent and distribution. 





that the disinherited widow wasn’t entitled to 
damages? 


The aggrieved lady was awarded a sub- 
stantial sum. The court said that while her 
husband had not revealed the libelous mat- 
ter in his will during his lifetime, he had 
known full well that his vicious remarks 
would become public after his death. 


Based on ‘a 1945 decision of the Supreme Court 
of New York. 


(You be the Judge is primarily for en- 
tertainment, not advice. As state laws 
vary, these decisions may not apply 
everywhere nor at all times.) 


PERPETUITIES — Gift Over After 
Determinable Fee Invalid — Re. 
verter Passed to Same Legatees 


Massachusetts—Supreme Judicial Court 


Brown v. Independent Baptist Church, 1950 A. §, 
547, April 14, 1950. 


Sarah Converse died in 1849, leaving 
a will by which she devised certain land 
to the Church “so long as” it maintained 
its present religious belief and continued 
as a church. If the church should be dis- 
solved or its religious sentiments should 
change, the land should go to ten named 
legatees. She then, after pecuniary leg- 
acies to the ten legatees, gave the rest 
and residue of her estate to the same 
ten legatees. The church ceased to funce- 
tion as a church in 1939, and the ques- 
tion was whether the possibility of re- 
verter went to the named legatees or 
passed to the heirs as intestate property. 

HELD: First, the estate devised to the 
church was a determinable fee. 

Second, the gift over to the legatees in 
the first clause was void because it vio- 
lated the rule against perpetuities, as the 
estate of the church might last longer 
than any life in being and 21 years. 

Third, a possibility of reverter after 
a determinable fee is assignable inter 
vivos and devisable by will. Accordingly 
the possibility of reverter passed to the 
residuary devisees, even though they were 
the same persons as those to whom the 
void gift over was limited. 

Fourth, the residuary devise of the 
possibility of reverter did not violate the 
rule against perpetuities, because it was 
a devise of a reversionary interest, i.e., 
what was left in the testatrix, as distinct 
from the gift over in the first clause, 
which was an executory devise creating 
a new future interest. 


PERPETUITIES — Gift to Class Not 


Void in Toto Because of Invalidity | 


as to One Member 


Pennsylvania—Supreme Court 
Harrah Estate, 364 Pa. 451. 


Testator, who died in 1890, established 
a trust to pay the income to his son 
George for life and after his death % 
of the income to his widow for life and 
24 of the income to George’s children for 
their respective lives. At the death of 
a child of George, the principal of that 
child’s share was to be distributed ac- 
cording to the intestate laws. George and 
his wife survived testator and had four 
children all born before the execution 
of the will. 

George died in 1908, his widow in 
1916 and one of his four children, Julius, 
died in 1948, leaving three children. It 
was contended that the remainder to the 
next of kin, under the intestate laws, 
violated the rule against perpetuities and 


the lower court agreed, finding that | 


testator died intestate in respect to this 


share. The lower court felt the law of | 
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Pennsylvania was that where a gift in 
remainder to a class is void as to any 
member of the class, it is void as to all. 


HELD: Reversed. Section 389 of the 
Restatement of the Law of Property per- 
mitting a vertical separability of the re- 
mainder was followed. There is no rea- 
son why, in determining whether the 
testamentary provision is void as to the 
remainder to the heirs of a hypothetical 
child of George that might have been 
born after the testator, the Court should 
not separate that remainder from the 
remainder to the heirs of Julius, who was 
living at testator’s death. 

The testamentary disposition here in- 
volves a class gift to life beneficiaries 
which is clearly valid, and separate re- 
mainders over of that portion of the prin- 
cipal for which each life beneficiary had 
received the income. All the children of 
George were born in the lifetime of 
testator and since, in fact, there were no 
children born to George after the death 
of testator, it would be an extreme and 
socially unwise application of the rule 
against perpetuities to hold that all the 
gifts in remainder were void. 


PoweErRs — Limitations — Discretion 
to Use Principal for Emergencies 
Properly Exercised 


Missouri—Supreme Court, Div. 1 


Clark v. Mississippi Valley Trust Co., 228 S. W. 
(2d) 808. 


Decedent had been a life beneficiary, 
and defendant company the trustee, of a 
trust created in the will of decedent’s 
father. The trustee was authorized to 
encroach upon the principal of the trust 
fund subject to the following: “The trus- 
tee is not to exceed the income of the 
trust fund, in whatever form it may be, 
except in case of extremity of the bene- 
ficiary ***. As to what is such extremity 
*** and what amount of the principal 
is necessary to be used, the trustee shall 
exercise its best discretion.” 

After decedent’s death, plaintiff, his ex- 
ecutor, brought suit to compel the latter 
to pay to decedent’s estate from the trust 
a certain sum in payment and reim- 
bursement of medical, hospital and nurs- 
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ing expenses incurred by decedent during 
his lifetime. The trial court so decreed, 
and the trustee appealed. 

HELD: Reversed. “Extremity,” as 
used in the quoted portion of the will, 
meant “extreme need.” The trustee had 
not abused its discretion in refusing to 
encroach upon principal when plaintiff 
had not shown that decedent incurred 
additional expenses for physicians and 
hospitals which the trustee did not con- 
sider, that decedent failed to secure 
necessary medical attention because he 
had insufficient income to pay for it, that 
decedent incurred any obligation for med- 
ical or hospital services which he was 
not able to pay, or that decedent had 
insufficient income to obtain other things 
which were essential to his well-being. 
The trustee had properly taken into con- 
sideration decedent’s income from other 
sources. 


Powers — Limitations — Sale to 
Corporation Controlled by Trustee 
— Virtual Representation of Con- 
tingent Interests 


Kentucky—Court of Appeals 


Robertson v. Hert’s Adm’rs., 312 Ky. 
S. W. (2d) 899. 


405, 227 


In an action brought by personal repre- 
sentatives under statutory authorization 
to settle the estate of the testatrix, the 
personal representatives and the trustees 
of a trust created by the testatrix during 
her life filed a petition seeking authority 
to sell at a price of $3,800,000 certain 
shares of stock which had been trans- 
ferred to the trustees by the testatrix a 
short time prior to her death. The assets 
in the estate not being adequate for pay- 
ment of death duties, the personal repre- 
sentatives were obliged to resort to prop- 
erty in the trust estate. No question was 
raised as to the propriety of the use of 
the trust funds for the payment of such 
taxes, the trust having been created four 
years prior to the death of the testatrix. 

The proposed purchaser of the stock 
was a corporation controlled by one of 
the four trustees of the trust estate. By 
the terms of the instrument creating the 
trust, it was expressly provided that such 
trustee, upon the death of the settlor, 
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should have an option to purchase shares 
of the corporation at a price equal to the 
value thereof fixed for Federal estate 
tax purposes. Since the stock was valued 
at $3,400,000 for Federal estate tax pur- 
poses, the proposed purchase price ex- 
ceeded such amount by $400,000 and the 
court held that the record established the 
price to be paid was fair. 


The personal representatives and the 
trustees made parties defendant to the 
petition those persons who, by the terms 
of the trust instrument, were given a 
vested interest in income and in the 
corpus of the trust, if living at the time 
of the distribution. The will of the testa- 
trix provided that her residuary estate 
should be disposed of according to the 
terms of the trust instrument. Upon the 
final submission, the trial court entered 
a judgment authorizing the proposed sale 
of the stock. Upon appeal, it was con- 
tended that (a) certain necessary parties 
were not before the court, and (b) the 
trust assets could not be sold to one of 
the trustees or a corporation controlled 
by such trustee. 


HELD: The contingent beneficiaries 
are neither necessary nor indispensable 
parties to this action, since they are vir- 
tually represented by their ancestors 
with vested interests, who necessarily 
must protect the interests of the con- 
tingent beneficiaries in protecting their 
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own interests which are identical with 
the interests of the contingent bene- 
ficiaries. 


As a general rule, a trustee cannot deal 
for himself in respect to the trust prop- 
erty. However, in the absence of a 
statute to the contrary, the creator of a 
trust may confer upon a trustee the right 
to deal for himself with respect to trust 
property. The purchase by the trustee of 
the trust property, under a grant of 
authority in the trust instrument, is 
valid if the price paid is fair and the 
trustee is not guilty of bad faith. 


REAL PROPERTY — Devise of Land 
May Include Mortgage 


New York—Surrogate’s Court, New York County 
Matter of Sheines, 96 N. Y. S. (2d) 105. 


With his co-owners the testator had 
conveyed realty, taking back a purchase 
money mortgage as part consideration. 
While a proceeding to foreclose the mort- 
gage was pending, the premises were 
conveyed to the testator and his co-own- 
ers, by a deed in lieu of foreclosure, 
specifically reciting that the mortgage 
was not to merge in the fee. The mort- 
gage remained open of record, neither the 
testator nor his co-owners having at- 
tempted to collect interest thereon. The 
mortgage was continued of record simply 
to facilitate resale. The testator specific- 
ally “devised and bequeathed” his undi- 
vided one-quarter share in the realty, 
describing it by reference to a filed map, 
and said nothing about his interest in 
the mortgage. The residuary legatees 
asserted that the testator’s interest in 
the mortgage was not included in the 
devise and passed as part of the residue. 


HELD: The interest in the mortgage is 
embraced in the devise. Although there 
was no merger in the testator’s life, it 
was implicit in the testamentary dispo- 
sition that the testator must have in- 
tended to include in the gift his interest 
in the mortgage. To hold otherwise would 
be to ascribe to him an intention that he 
did not express and in effect to invalidate 
what was presumably his intention — 
to give every interest in the land that 
he had. The use of the word “bequeath” 
also has some significance. 


REVOCATION — Partial Destruction 
Does Not Invalidate Entire Will 


Kentucky—-Court of Appeals 
Flora v. Hughes, 312 Ky. 478, 228 S. W. (2d) 27. 


Upon the death of the testatrix, there 
were found in her lock box two pieces 
of paper written and duly executed by 
her as a will, except that one item which 
had contained a specific bequest had been 
cut or torn from the instrument. When 
originally executed, the will had been 
left with a county clerk in a sealed 
envelope, which envelope the testatrix 
later took from the clerk. The envelope, 
with the seal broken, was in the box of 
the testatrix after her death. 
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When the two pieces of paper were 
offered for probate, a disinterested wit- 
ness testified that the testatrix, while in 
the hospital, had said that she had de- 
stroyed her will and wanted to make 
another one, and asked to see a lawyer. 
A judgment was entered admitting the 
will to probate. 


HELD: Affirmed. There was no proof 
showing any one had tampered with the 
will, or that it had ever been out of the 
possession of the testatrix. All the cir- 
cumstances and the physical facts sur- 
rounding the instrument support the pre- 
sumption that it was the intention of the 
testatrix to change her will only by 
eliminating the fifth item therefrom. The 
evidence was amply sufficient to support 
the finding that it was not the intention 
of the testatrix to revoke her will in its 
entirety. 


SPOUSE’s RIGHTs — Effect of Renun- 
ciation on Testamentary Plan 


Missouri—St. Louis Court of Appeals 


Barksdale v. Morris, 228 S. W. (2d) 414, trans- 
ferred to Supreme Court of Missouri. 


Testatrix provided that her estate, con- 
sisting principally of personal property, 
should be held in trust for the benefit of 
her sister during the sister’s life, and 
then provided: “One-half to my husband, 
Thomas O. Morris, if he is living at said 
time, otherwise in equal shares per capita 
to the children of my husband, Thomas 
O. Morris, Jr., and Catherine Morris 
Schuchat.” It was further provided that 
the other one-half should go to testatrix’ 
three brothers. 


Testatrix was survived by her husband 
and the latter’s two children by a prev- 
ious marriage. The husband refused to 
act as executor and renounced his gift 
under the will, thereby taking outright 
one-half of testatrix’ personal property. 
Plaintiff, administrator c.t.a. of testatrix’ 
estate, brought suit to construe the will. 
The circuit court held that the estate 
remaining after deduction of the hus- 
band’s statutory share should be held in 
trust during the lifetime of testatrix’ 
sister, and that upon the sister’s death 
one-half thereof should go to the hus- 
band’s children and one-half to the three 
brothers of testatrix. The brothers, and 
a niece of testatrix who would take their 
one-half should none of them survive 
testatrix’ sister, appealed. 


HELD: Reversed and remanded with 
directions to alter the decree to provide 
that upon the death of testatrix’ sister, 
the one-half of the estate (remaining af- 
ter the husband’s statutory share was 
deducted) held in trust should be dis- 
tributed to testatrix’ brothers or to her 
niece. Testatrix’ intention was clearly 
to divide her estate equally between her 
husband and his family on the one hand 
and her own family on the other. It 
would be unjust to construe the will so 
as to permit the husband, in effect, to 








thwart testatrix’ wishes by taking, with 
his children, three-fourths of the estate, 
and leaving one-fourth for her family. 


Cases in which renunciation by a sur- 
viving spouse who was a life tenant had 
been held not to affect the interests of 
other legatees (except as to the quan- 
tum of the estate with respect to which 
the will was operative) were distinguish- 
ed upon the grounds that here the sur- 
viving spouse was a remainderman and 
the other legatees affected were con- 
tingent, rather than vested, remainder- 
men. 

[The presiding judge dissented, and 
asked that the cause be transferred to 
the Supreme Court of Missouri for the 
reason that this decision was in conflict 
with its prior opinions. ] 


SPOUSE’S RIGHTS — Validity of Trust 
Depriving Surviving Spouse of Dis- 
tributive Share in Estate — What 
Law Governs Trust as Between 
States 


Massachusetts—-Supreme Judicial Court 


National Shawmut Bank v. 1950 AS. 


339; March 8, 1950. 


Cumming, 


Decedent, a resident of Vermont, cre- 
ated a trust with the bank and himself as 
trustees. The trust instrument was drawn 
up by the bank’s attorney and sent to 
Vermont for the donor’s signature and 
then sent back by him to Boston for final 
execution. The donor reserved full power 
to amend or revoke the agreement which 
also provided that it should be construed 
and interpreted in accordance with the 
law of Massachusetts. 

The trial judge found that the purpose 
of the trust was that the donor’s mother, 
wife (with whom his relations were not 
very good), two brothers and three sis- 
ters should share the income equally after 
his death; the decedent knew that but 
for this trust the widow would have been 
entitled to $4,000 and half the balance 
of the estate; and his purpose was not a 
fraudulent intent to deprive his wife of 
her share in his estate. While the trust 
would be valid under Massachusetts law 
even if its express purpose was to de- 
prive the wife of her share in the estate, 
it would be invalid under Vermont law if 
its actual purpose was to disinherit the 
wife. 

After the death of the donor the widow 
claimed that the trust was fraudulent and 
void, and the bank brought a petition for 
a declaratory judgment to determine the 
validity of the trust. 

HELD: The trust was valid. It was 
not invalid under the law of Vermont 
because of the judge’s finding that the 
trust was not created for the purpose of 
depriving the wife of her statutory 
rights. There was no evidence to compel 
a different finding. 

Moreover, the validity of the trust was 
to be determined by Massachusetts law, 


not that of Vermont. The situs of the | eae 
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property was here, and the final execu- 
tion was by the bank in Boston and it 
was the intent of the donor that the 
trust be administered here. 


SUCCESSOR FIDUCIARY — Grounds for 
Removal of Administratrix with 
Will Annexed 


California—District Court of Appeal 


Estate of Guzzetta, 97 A.C.A. 197 (Apr. 25, 


1950). 


HELD: Court properly removed ap- 
pellant as administratrix with will an- 
nexed and appointed Public Administra- 
tor in her place where appellant, an heir 
of decedent, was contesting the will in 
order to acquire entire estate by inher- 
itance. It is the duty of an administrator 
with will annexed to defend the will and 
protect rights and interests of bene- 
ficiaries under it. Conflict between ad- 
ministrator’s personal interests and this 
duty justifies removal. 


TAXATION — Estate & Inheritance — 
Tax Apportionment Law of Dece- 
dent’s Domicil Cannot be Enforced 
Against Trust in Another State 


Massachusetts—Supreme Judicial Court 
Isaacson v. Boston Safe Deposit and Trust Co., 
1950 A. S. 327; March 8, 1950. 

Smith, in 1930, while a resident of 
Massachusetts, created a revocable trust 
of which the bank was trustee. He died 
in 1944, a resident of Maine and his will 
was probated there. The executor was 
also ancillary administrator here. Maine 
had a Federal estate tax apportionment 
law similar to the Massachusetts law, and 
the proceedings in this case were for de- 
claratory relief to subject the Massachu- 
setts trust to apportionment of the Feder- 
al tax in accordance with the Maine law. 
It was agreed that the Massachusetts 
apportionment law would not apply as 
that is limited to estates of Massachu- 
setts decedents. 

HELD: The Maine statute did not gov- 
ern the trust. From every point of view 
it was a Massachusetts trust. The per- 
sons who succeeded to the decedent’s in- 
terest in the trust did so not under the 
laws of Maine, but by virtue of a trust 
established under Massachusetts law. 


The decedent’s interest in the trust 
ceased on his death and it did not be- 
come part of his estate in Maine. Ac- 
cordingly the Maine statute could not be 
enforced against the Massachusetts trust. 


TAXATION — Estate & Inheritance — 
Apportionment of Federal Estate 
Taxes Not Required 


New Jersey—Superior Court, Chancery Div. 
Brauberger v. Riley, 72 A. ( d) 363. 


Executors of estate of Adrienne W. 
Sheridan, and trustees of her inter vivos 
trust of 1935 reasonably believed that a 
Federal estate tax and a New Jersey 
Transfer Inheritance Tax would be levied 
upon assets which comprised inter vivos 
trust. Trustees sought advice of Court as 
to their liability, if any, to reimburse 
executors of decedent’s estate for that 
portion of Federal estate tax assessed 
upon inter vivos trust. 

HELD: Trustees are not obligated to 
reimburse executors of decedent’s estate 
for any portion of Federal estate tax. 
Under the present rule in New Jersey, 
in absence of a controlling statute, unless 
there is a specific direction in testator’s 
will as to funds from which Federal 
estate tax is to be paid, tax is payable 
out of residue of estate. In this instance, 
there was no such direction and no con- 
trolling statute. Hence tax was payable 
out of the residue of estate. 


NOTE: A bill correcting this situation 
and providing for apportionment of Fed- 
eral estate taxes, passed both houses of 
the Legislature and was sent to the Gov- 
ernor for his signature. No action has as 
yet been taken. 


WILLs — Construction — Repug- 
nant and Irreconcilable Clauses 


Rhode Island—Supreme Court 


Commercial Trust Co. of New Jersey v. Clinton, 
72 A. (2d) 836. 


Bill in equity for the construction of a 
will. Clause (c) provided that upon the 
death of A, the first life beneficiary, 
“prior” to the deaths of B and C, sub- 
sequent life beneficiaries, the trust was 
to continue during the lives of B and C 
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for their benefit and they were also given 
a power to appoint the trust principal 
by will. Clause (f) in the same con- 
tingency provided for an immediate dis- 
tribution of the trust principal upon the 
death of A, in such manner as A should 
by will appoint. Some beneficiaries ar- 
gued that in clause (f) the word “prior” 
was obviously a mistake for “subse- 
quent.” 


HELD: This is not a case where a 
sound construction would permit the word 
“subsequent” to be submitted for the 
word “prior” in clause (f). The incon- 
sistent provisions are completely inde- 
pendent dispositions. Each by itself is 
clear and explicit and no ambiguity 
arises within either clause considered 
alone. Clause (f), being the later ex- 
pression of the testator’s intention, must 
govern the disposition of the property to 
the exclusion of the earlier clause to 
which it is clearly and irreconcilably re- 
pugnant. 


WILLs — Probate — Confidential Re- 
lationship Raised Presumption of 
Undue Influence 


Pennsylvania—Supreme Court 
Wilson Estate, 364 Pa. 488. 


Decedent died three months after she 
made her will at a time when she was 
bedridden, suffering from various ill- 
nesses and complications. One of the sub- 
scribing witnesses did not see the de- 
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cedent sign and neither signed at the 
request of decedent or in the presence 
of each other although the attestation 
clause so stated. The will was signed in 
the presence of the scrivener. The will 
left the estate to decedent’s brother, who, 
at decedent’s request, had moved in with 
decedent at the beginning of decedent’s 
illness, had nursed decedent, had his 
name added to her bank account, became 
beneficiary of decedent’s life insurance 
and in the insurance of the decedent’s 
son, and had summoned the scrivener 
who had prepared the will. Decedent’s 
son was an alcoholic but three previous 
wills favored him and his three children. 


An issue d.v.n. was granted to deter- 
mine the testamentary capacity of de- 
cedent and the existence of undue influ- 
ence. The jury found against the will 
and the brother appealed from the re- 
fusal of a new trial and judgment n.o.v. 


HELD: Affirmed. In the situation of 
one subscribing witness repudiating the 
execution and both certifying to the un- 
truth of the attestation clause, the testi- 
mony of the one subscribing witness and 
the scrivener, both of whom saw the 
execution, as to the validity of the exe- 
cution, was for the jury. While testa- 
mentary capacity may have existed, al- 
though there was no evidence offered that 
decedent knew the property she pos- 
sessed, understood the disposition she 
wished to make and the natural objects 
of her bounty, a confidential relationship 
between decedent and her brother was 
clearly shown. 

WILLs — Construction — Represen- 
tatives of Deceased Remainderman 

Take Share 


Oregon—Supreme Court 


Portland Trust and Savings Bank v. Gallin, decided 
April 11, 1950. 


A trust was established by the Last 
Will and Testament of Edward T. John- 
son who died April 3, 1924, survived by 
his wife, three daughters and three sons. 
The will provided for payments of at 
least $75 to the widow during her life, 
upon her death to pay $1,000 to Lucille 
Gallin, and the remainder to be divided 
equally among the six children. Lucille 
Gallin was one of the six children. Three 
of the children died prior to the death of 
the widow. The appellant claims there 
was a failure to name administrators or 
executors of the children who were de- 
ceased. 

HELD: Such failure is not prejudicial. 
The complaint stated a good cause for 
declaratory judgment. Judgment of 
lower court, holding that the appellant 
was entitled only to $1491 as her share, 
should be affirmed. 
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LEGISLATION 


MASSACHUSETTS 


Ch. 265: Provides that when a claimant 
to legacy or distributive share resides 
outside of the United States or its ter- 
ritories, the court in its discretion, in 
order to assist in establishing such claim- 
ant’s identity, right and opportunity to 
receive such fund, may require the ap- 
pearance in person before the court of 
such claimant. 


Ch. 390: Adds requirement, in case of 
proof of foreign will, that affidavit be 
made by petitioner stating names, ad- 
dresses and relationship to testator of 
known heirs and next of kin. 

Ch. 413: Prescribes new notice re- 
quirements in accountings by fiduciaries 
of every character. 


MISSISSIPPI 
New law provides new procedure for 
commitment of insane persons. 
MISSOURI 


Ch. 457: Empowers probate court to 
authorize guardian of minor to pay 
mortgage on real estate out of personal 


estate, but as to homestead only when 
minor is sole heir. 
NEW JERSEY 

Ch. 71: Permits direct conveyance by 
grantor to himself and others as joint 
tenants. 

Ch. 123: Permits common trust fund 
investments in direct obligations of the 
United States irrespective of market- 
ability. 

Ch. 125: Increases from $200 to $500 
the maximum size of an intestate estate 
which spouse may receive without ad- 
ministration and free from debts. 

RHODE ISLAND 

S.B. 264: Requires, effective July 1, 
1950, annual report to Attorney General 
by fiduciaries for charitable, educational, 
and religious purposes. Report must cover 
amount of property, receipts and dis- 
bursements, names and addresses of ben- 
eficiaries. Nullifies any exculpatory 
clause in inter vivos charitable trust for 
failure to exercise reasonable care. 


SouTH CAROLINA 


Act 1120: Bars wife from claiming 
dower interest after final decree of 
divorce. 
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Connecticut General Life Insurance 
Co. Fourth Cover 


Investment Securities & Services 
Allen & Company 411 
Blyth & Co., Ine. 101 
Distributors Group, Inc. 392 
Hudson Distributors, Inc. 411 
Kidder, Peabody & Co. 397 
Lord, Abbett & Co. 392 
R. W. Pressprich & Co. 391 
Scudder, Stevens & Clark Fund, Ine. 374 
Wellington Fund 411 


Jewelry Appraisers & Buyers 
Van Cleef & Arpels 406 


Publishers, Topical Law Reports . 
Commerce Clearing House, Ine. 367 


Situations Wanted 
Box 5-6-1] 414 
Box S-6-4 414 
Box S-6-8 A415 





Trusts AND ESTATES 











O) FD Oe) BO) 4 


TRUST COMPANY 


New Englana’s 
Largest Corporate Fiduciary 











e 


= Wise combination 


for intelligent 


estate planning 


The helpful, intelligent service rendered 

by an experienced Connecticut General 
Underwriter often means that a Trust Officer 
or Attorney can solve his clients’ 

problems more quickly and efficiently. 

The Connecticut General Underwriter’s broad 
experience in the complicated fields 

of personal insurance and estate planning, 
business insurance, pension trusts and 
other types of insured pension plans 

make him an extremely valuable co-partner 


to Trust Officers and Attorneys. 


BETTER SERVICE 
THROUGH BETTER MEN 


LIFE INSURANCE ACCIDENT IN 
SURANCE. HEALTH INSURANCE 
AND ANNUITIES ALL FORMS OF 
GROUP INSURANCE AND GROUP 
ANNUITIES PENSION TRUSTS 
SALARY ALLOTMENT INSURANCE 





